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HE most appropriate remedy for weak banks is more capi- 

tal and better management, writes Editor Youngman in 

an editorial on page 295. “It is said,” he writes, “that the 

business to be had in small communities does not justify 
the larger capital, and that capable banking talent cannot be had 
because it cannot be adequately paid for out of the earnings of a 
small bank. The answer to these objections is that where there is. 
not banking business enough to employ a fair amount of capital 
and to pay for efficient management, the need for a bank does not 
appear. No bank is better than a weak one. 


In this number on page 299 begins a series of articles covering 
the pronounced present tendency toward concentration of banking 
into larger and larger units. Dr. JosEpH Stace LAWRENCE is the 
author of “Wall Street and Washington” which attracted wide 
popular interest last winter. He has devoted many months to the 
study of this present problem and gives to the reader an impartial 
estimate of the relative merits of unit and branch banking. 


Wuat does the bank president really do with his day? Wouldn’t 
it be enlightening if we could step behind the scenes of a typical 
American bank and watch the president at work throughout the 
day; study his methods and find out how he directs the destinies of 
his institution? Such an attempt has been made by JoHN WALKER 
HARRINGTON who in an article on page 3038 describes a typical day 
in the life of a bank executive. 


On page 311 appears the fourth of a series of articles discussing 
problems of the Federal Income Tax that are peculiar to banks. 
R. D. Bonn, who has specialized on this subject, has found that 
many banks fail to get proper credit for actual losses in their income 
tax returns through improper accounting methods. This article 
discusses the proper accounting methods for treating bond pre- 
miums and discounts. 


THE problem of how to reward the loyal employe for extra effort 
expended in the interest of the bank; how to foster goodwill 
and build up “sales mindedness” within the organization is discussed 


{Continued on page XIV, 
xl 
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[Continued from page x1} 

by At.arp Smiru, vice-president of the Union Trust Company of 
Cleveland, on page 319 in an article entitled “A Substitute for the 
Bonus.” He describes a plan which is effective throughout the 
entire year and gives cash rewards for all new business secured by 
employes. Vice-President Smith explains why this method is 
superior to the old bonus plan and also to the periodic contests used 
by some banks. This plan has netted the bank each year about 
6500 accounts with initial deposits of over $2,000,000. During a 
five-year period 28,300 accounts have been secured, all of which 
were still active ninety days after opening, with average balance of 
$332.91 and the actual cost to the bank averaged but 79 cents per 
account. 


“THE current literature of banking,” writes James H. Simpson 
on page 328, “is full of references to Canada. And all of it that I 
have read has been ‘honorable mention,’ ranging from mildly favor- 
able comments to fulsomely panegyrical encomiums. I myself have 
taken a hand in the business. 

“And it is naturally agreeable reading to a Canadian and per- 
haps has tended to make us a trifle self-satisfied. Wherefore it 
occurred to me that it might be good for our souls and at the same 
time afford some human satisfaction to American bankers were it 
pointed out that Canada is not exactly Utopia, caged in, so to 
speak.” 

In this article Mr. Simpson points out why the Canadian 
banker’s life is not all a bed of roses. 


For an important milestone just reached in commercial banking, 
turn to page 332. . . . Questions and. answers in bank credit prob- 
lems appear on page 334. . . . For an account of how Wall Street 
is shifting its financial gears see page 337... . The differences 
between bank secondary reserves and the investment account are 
discussed by Dr. Paut M. Atrxrns on page 343. . . . Is a banker 
in duty bound to warn a customer that the bank is about to be held 
up? The answer is discussed in a court decision reported on page 
351. Other court decisions follow. . . . Can prudence end bad 
times? This subject is discussed by Former President Coolidge and 
Professor Carver on Page 362. . . . Views and opinions on the 
“nationalization” of banking appear on page 369. . . . For “How 
Banks Are Advertising” see page 399. . . . Convention News 
begins on page 408. . . . Book Reviews are on page 426. 
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Editorial Comment 
THE AMERICAN BANKERS CONVENTION 


HEN at the end of the present 

\X / month the American Bankers 

Convention assembles at Cleve- 
land it will be confronted with bank- 
ing and economic conditions of an 
exceptional character. The country is 
in a period of depression whose du- 
ration cannot be measured at the 
present time. It will be in accord 
with our usual optimistic outlook 
for the bankers to indulge in hopeful 
predictions, and to look forward rather 
than backward. This disposition is in 
many respects fortunate, for it enables 
us to extricate ourselves from a serious 
situation more readily than would be 
possible if gloomy views prevailed. 
There are solid grounds for a cour- 
ageous and confident outiook ahead. It 
is to be hoped, however, that in this 
display of cheerfulness the bankers may 
not forget to examine the causes that 
have led to the present depression and 
to seek to apply such remedial measures 
as may be practicable. 

But it is not alone the economic situa- 
tion that will demand the attention of 
the bankers at ‘Cleveland. Of almost 
equal importance is the present tendency 
of banking toward greater concentration. 
It is true that, for the time being, this 
tendency has received a check, but this 
probably will be only temporary. Com- 
posed as is its membership of a number 
of diverse elements, the American Bank- 
ers Association is in a position of some 
difficulty in taking a decided stand on 
recent banking tendencies. The member- 
ship is largely composed of unit banks, 
but it also embraces many banks affili- 
ated with group banking as well as many 
operating branches. Aside from the fear 
of offending a large part of its member- 
ship, the association may be reluctant to 


take a decided stand on the present 
tendency of banking, and may not un- 
wisely consider the recent changes as 
in the nature of a natural development 


that may well be permitted to take its 
course. 


THE PRESERVATION OF THE 
UNIT BANK 


HE independent unit bank has 

been without question an impor- 

tant factor in the development of 
community prosperity in this country. 
And it is hardly open to question that 
this development has proceeded at a 
faster pace than would have been ex- 
perienced under the branch banking 
system. The intense interest of local 
officials and boards of directors in the 
growth of their respective communities, 
and their ability under the unit system 
to translate this interest into practical 
effort, afford the reason for this as- 
sertion. 

Taking all things into consideration 
—the varying state laws relating to bank- 
ing, and the comparative freedom with 
which banking was carried on—the rec- 
ord for safety made by the numerous 
independent banks has been surprisingly 
good. Indeed, if the gains to the com- 
munities could all be set down in figures 
on one side of a balance-sheet and the 
losses on the other, it would be seen that 
the latter are comparatively trifling. But 
while this is true in viewing our inde- 
pendent banking system from the stand- 
point of its entire history, a different 
picture is presented when looking at the 
record made in recent years. The inde- 
pendent banks are not living up to the 
record of the past. This is a matter of 
common knowledge. Depressed agricul- 
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The financial district of Baltimore. This is the ninth of a new series of etchings by Anton 
Schutz which are appearing in THE BANKERS MAGAZINE in 1930. 
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ture and changes in business are the ex- 
planations usually offered. Could it be 
certain that these influences were of a 
temporary character, the situation might 
be regarded with less concern. But the 
weakening of the independent banking 
system has already extended over a suffi- 
cient period to negative the belief that 
the influences affecting it are of a tem- 
porary character. 

What, then, can be done under the 
circumstances? 

What is actually happening is that 
many of the weaker unit banks are dis- 
appearing through failure. Others, see- 
ing no satisfactory prospects of a profit- 
able independent existence, are being ab- 
sorbed into groups or becoming affiliated 
with banking chains. 

It must not be forgotten, however, 
that the great majority of unit banks still 
survive, that they are, in the main, strong 
and capably managed, and continue to 
render safe and efficient service to their 
respective communities. In fixing atten- 
tion on the banks that have failed or 


have been absorbed, we are apt to over- 
look the far greater number still going 
strong. 

The most appropriate remedy for 
weak banks is more capital and better 


management. It is understood that this 
remedy has been ruled out as being 
impracticable. It is said that the busi- 
ness to be had in small communities does 
not justify the larger capital, and that 
capable banking talent cannot be had 
because it cannot be adequately paid for 
out of the earnings of the small bank. 
The answer to these objections is that 
where there is not banking business 
enough to employ a fair amount of capi- 
tal and to pay for efficient management, 
the need for a bank does not appear. 
No bank is better than a weak one. 
Better banking is the appropriate rem- 
edy for the small independent bank 
threatened with extermination. If this 
remedy is not practicable, banks of the 
character mentioned will disappear either 
through failure or by absorption into 
groups, chain or branch systems. The 
fittest will survive, as in banking they 


should, 


DIFFERING ECONOMIC 
OPINIONS 


[inci doctors sometimes disagree 


in diagnosing a case is well known. 

Those who make excursions into 
the realm of economics also reach dif- 
ferent conclusions as to the causes of 
existing ills. Dean Inge of St. Paul's, 
London, sometimes referred to as “the 
gloomy Dean,” in a recent book makes 
the following statement: 


“Economic moralists have devoted too 
much attention to distribution and not 
enough to consumption. Who is it that 
ordains that the whole labour of myriads 
of men shall be wasted—devoted to pro- 
ducing things that nobody ought to 
want? Not the capitalist, but the con- 
sumer. The demand creates the supply, 
and in all the richer countries a large 
portion cf the demand is vulgar, sense- 
less, and selfish. The amount of money 
wasted on champagne, women’s dress, 
cosmetics, sweetmeats, betting, and other 
barbarous indulgences would amply suf- 
fice to put an end to poverty and to 
restore the financial credit of the war- 
stricken nations.” 


Almost simultaneously with the ap- 
pearance of this statement. another ap- 
peared, sponsored by one of the leading 
London banks, and telling us that our 
present difficulties had their origin in 
an over-production of the common nec- 
essaries of life, and that productive en- 
terprise had not been able to adjust itself 
to the increased demand for luxuries. 
While there is an apparent contradiction 
between these two opinions—one imply- 
ing that there is too much production 
of luxuries and the other of necessities— 
both admit the great demand for the 
former. 

To say that poverty could be banished 
by limiting production to necessities is 
almost as profound a saying as that if 
people were not so foolish they would 
be wiser than they are. 

A greater source of waste than any 
enumerated above is that of war, some- 
thing to which the human race is attached 
with a devotion that nothing seems to 
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shake. According to a distinguished 
French writer the attachment to war 
arises from a longing for misfortune for 
oneself and for others. That people 
should desire their own misfortune ap- 
pears at first sight a novel view, and yet 
the resort to war and other wasteful 
tendencies of mankind may be cited in 
support of it. The delight one secretly 
takes in the misfortune of his dearest 
friends has not escaped notice. Our own 
Poe refers to it in “The Imp of the 
Perverse.” 

But must one be too severe on those 
who like luxuries—leaving war out—and 
insist on having them? This propensity 
distinguishes man from the lower ani- 
mals. Many of the so-called luxuries 
are of a finer type than those enumerated 
by the Dean of St. Paul’s. Books, music, 
pictures are in this class, as is everything 
other than the plain necessities of food, 
clothing and shelter. Mankind might, 
conceivably, revert to the savage stage, 
or to the mild pastoral era of civiliza- 
tion, but there are no recognizable signs 
of such a disposition. 

Probably the possessors of the neces- 
saries—raw materials—would gladly ex- 
change them for luxuries—manufactures 
—but the price of the latter is relatively 
too high. In other words, there is un- 
balanced production, as pointed out by 
the London bank. 


ON HITTING BACK 


Stanley Baldwin, former British 
Prime Minister, declared that he 
was in favor of hitting those who had 
been hitting his countrv. He thought 
they had turned the other cheek long 
enough. Mr. Baldwin was speaking on 
the tariff, or what in England passes 
under the name of “safeguarding.” 
With other countries putting up 
hisher tariff barriers, it is quite reason- 
able to expect that England should turn 
to protection or to free trade within 
the Empire. In adopting a policy of this 
kind England would be taking a leaf 
out of America’s book. 
Whether the policy of hitting back, 
which now seems to be widespread, is 


[: a recent speech Right Honorable 
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a wise one or not, is a different matter. 
It may be unavoidable under present con- 
ditions. The existing tendency probably 
represents the natural reaction against 
the material unity of interests which has 
been widely heralded as existing among 
all the nations of the world. This con- 
ception, even though great, is one whose 
acceptance cannot be looked for in the 
absence of more tangible proof than 
exists at present. Doubtless it would be 
to the advantage of mankind could the 
prosperity and general well-being of all 
peoples be regarded as something of uni- 
versal concern. But that is not the same 
as saying that the interests of all nations 
are identical. Their aims, outlook and 
preoccupations are widely divergent. 
Until there is greater reconcilement it is 
idle to hope for international co-opera- 
tion on a wide scale, and the policy of 
hitting back, which Mr. Baldwin pro- 
pounds, may be expected to rule, how- 
ever deplorable it may be in principle. 


GETTING BACK TO NORMAL 


ITHOUT indulging in that ex- 

\ x / treme optimism which has been 
held in part responsible for 

present conditions, one may find some 
real grounds for satisfaction. In the 
first place we may be glad that an 
exceedingly hot summer is at an end, 
for in several sections of the coun- 
try the heat has been destructive of 
crops and of human life. Congress has 
adjourned, and we know what kind of 
tariff the country must get along with; 
the Naval Treaty has been ratified. True 
enough, the expected revival of business 
is slow in putting in an appearance, but 
it would seem reasonable to hope that 
its coming cannot be much longer de- 
layed. The extremely low rate for money 
ruling recently indicates the severity of 
the depression. A falling off in produc: 
tion, if continued long enough, must 
create a gap which will have to be filled. 
In former years a good harvest was 
looked on as a sure harbinger of pros 
perity. Now big crops are regarded as 
merely adding to a market already 
glutted. Artificial expedients are being 
resorted to more and more, but with re- 
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sults whose beneficial character is not 
discoverable. Political disturbances, mani- 
fest in several quarters of the world, 
are not troubling this country. We have 
been exempt from great natural calami- 
ties which, unhappily, have visited other 
lands, although injury to the crops 
caused by the recent drought is quite a 
serious matter. 

We shall in time escape from the 
existing depression, as we have passed 
through others of equal or greater sever- 
ity. How much we may learn and 
profitably apply from its experiences is 
another story. 


—_ —> aa 


UPTURN IN SAVINGS HAS 
ARRIVED 


has definitely arrived. Deposits in 
mutual savings banks, which hold 
more than 30 per cent. of all savings 
in the banks of the United States, 
showed a gain of $273,766,807 for the 
six months ending June 30, according 


Tiss expected upturn in savings 


to figures submitted by the individual 
banks to the National Association of 
Mutual Savings Banks. That figure 
represented a larger gain than in some 
other recent six-months’ periods before 
deflation began, and compared impres- 
sively with the decrease in the last six 
months of 1929, amounting to $82,- 
710,075. The same ratio in national 
and state banks and trust companies 
would mean a gain in savings for the 
half year of about $700,000,000. 

New York led the nation with an 
increase of its savings bank deposits 
amounting to $172,953,191 between 
January 1 and June 30. That meant 
an average account of $837.84, only 
$10 per account under the average a 
year ago. And there were 177,905 
more depositors than a year ago. 

Massachusetts followed with the sec- 
ond largest gain, representing an in- 
crease of $49,239,371 for the six 
months, compared to a loss of $6,896,- 
728 in the final half year of 1929. The 
average per depositor was $693.24, or a 
gain of $5 per account over a year ago. 
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Typical gains during the six months 
in other key industrial states were as 
follows: Connecticut, $24,110,969; Del- 
aware, $1,349,161; Maryland, $6,518,- 
018; New Jersey, $10,143,752; Ohio, 
$2,709,984; Pennsylvania, $10,465,155; 
and Rhode Island, $1,338,756. Only 
five states showed further recessions, 
and none of the amounts were im- 
portant. 

At the end of the half year the 
mutual savings banks had total deposits 
of $9,145,891,859, the largest accumu- 
lation of small capital ever brought to- 
gether by one class of banks anywhere 
in the world. Total assets, for the first 
time, passed the ten billion mark, rising 
to $10,252,675,171. That is about 
equal to the entire national wealth 
when the first of the savings banks were 
established a little more than a cen- 
tury ago. 

It is a matter of special interest that 
the surplus ratio to deposits increased 
in many states and for the country as 
a whole, despite the depressed security 
markets. This was made possible only 
by the exceptional class of investments 
that savings banks are permitted to 
make. Delaware led with a surplus 
ratio of 19.3 per cent., followed by New 
York with 13.4 per cent. The average 
was better than 11 per cent. 

Officials of the National Association 
of Mutual Savings Banks pointed to 
the high ratios as proof positive of the 
savings banks’ sound position. That 
deposits and surplus ratio should in- 
crease at such a time was held to be a 
somewhat remarkable achievement in 
the field of banking, as the savings in- 
stitutions were the first source of funds 
for hundreds of thousands of depositors 
after the market went down, and have 
also helped the public materially dur- 
ing the period of unemployment. Be- 
tween July 1, 1929, at the peak of the 
market, and the same date this year, de- 
positors increased by 293,683, or al- 
most 300,000 new savers in the worst 
economic period of years. All mutual 
savings bank depositors number 12,- 
272,956, about one person in ten, un- 
der the new census. 





The Banks Are Buying Bills 


NDER the above heading, there 
| was published in the editorial 
columns of the Acceptance 
Bulletin, publication of the American 
Acceptance Council, in its July 31 
issue, the following editorial comment: 


“At the end of July the banks, bank- 
ers and American agencies of foreign 
banks held the largest volume of pur- 
chased bankers’ acceptances since the 
establishment of the dollar acceptance 
market. 

“In recording this all-time high record 
of bank investment in acceptances the 
Council finds a great deal of satisfaction. 

“For years we have dwelt on the 
lack of support that was given the bill 
market, particularly by the banks that 
were creating the bills and when it is 
now possible to report that the institu- 
tions listed as accepting banks have 
gone into the market and purchased ap- 
proximately $200,000,000, we take this 
move as an indication that the urging 
has not been in vain. 

“While it is true that these are un- 
usual days in the money market, that 
reserves are at record levels and that 
funds for investment are in greater sup- 
ply than the demand, the fact is never- 
theless established that even in these 
times and conditions the banks have 
come to realize that they have a bill 
market to which they may turn to keep 
their funds employed. 

“Nor is this the first time when the 
banks had such a fine opportunity to 
come into the market. 

“In the mid-summer of 1924 when 
call money averaged only 2.05 per cent. 
for July and August and ninety-day 
bill rates were 2% per cent., the banks 
were heavy with funds and yet held an 
estimated total of less than $50,000,000. 

“In 1927 when accurate figures were 
first compiled showing bill holdings of 
accepting institutions the banks held an 
average of $51,000,000 and in 1928 an 
average of only $33,000,000. 

“The first nine months of 1929 gave 
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no indication of any great improve- 
ment as the average for this period was 
$58,000,000 but beginning with October 
when the stock market began its dark- 
est days there was a sharp increase in 
the interest in bankers’ acceptances and 
the banks reported holdings for the 
last quarter of the year as, October, 
$98,000,000, November $1'74,000,000, 
December $132,000,000. 

“Since the beginning of the current 
year a continued improved situation is 
noted as the average for the six months 
ending June 30 shows a total of $119, 
000,000, including $157,000,000 at the 
end of January and $141,000,000 at 
the end of June, while the lowest total 
was $94,000,000 on March 31. 

“Undoubtedly the sharpest swing to 
the bill market occurred during the last 
two weeks of July when as if in con- 
cert the banks went out after all the 
bills available, literally drying up the 
supply on July 25 and adding more 
than $50,000,000 to their holdings. In 
this two weeks’ period dealers saw their 
portfolios reduced from a total of 
$104,000,000 on July 16 to $21,000, 
000 on July 30 and $21,000,000 in 
bills for seven principal bill dealers is 
just about a ‘bare shelf.’ 

“It has been highly encouraging to 
report daily that the demand for bills 
exceeds the supply and to have the de- 
mand come from the banks for sec’ 
ondary reserve purposes. 

“We beg to repeat an old statement 
—that bankers’ acceptances at any time 
and at any rate constitute the safest, 
most liquid form of secondary reserve 
for banks to carry.” 


Have you heard the one about the Scotch: 
man who was given a pair of spats and then 
went out and had them half-soled?-—Laffngaz. 

Tourist (in Yellowstone Park): “Those 
Indians have a blood- -eurdling yell.” 

Guide: “Yes, ma'am, every one of them 
is a college graduate!” "Buffalo News. 





Problem of Banking Concentration 


Current Changes in Banking Trends Are Arousing Both Public 
and Political Interest 


By JosEPH STAGG LAWRENCE 


history and those intrinsic suscep- 

tibilities of the race to which the 
politician flatteringly refers as the 
“genius” of the American people need 
be surprised at the measure of public in- 
terest which current changes in the bank- 
ing field are provoking. If both houses 
of Congress undertake separate investi- 
gations of these developments and the 
press of the land punctuates every new 
chapter with headline emphasis it is only 
because the politician no less than the 
newspaper editor senses an interest in 
the problem which each in his own way 


N: student familiar with American 


ciation of their power is fortified by 
history. 


WEST ONCE PROHIBITED BANKING 


The first and second United States 
Banks both succumbed in the end to a 
cumulative fund of opposition to which 
the dread of money monopoly made 
generous contributions. Thomas Jeffer- 
son opined very emphatically that the 
country would be better off without any 
bank whatsoever. Andrew Jackson and 
his demagogic satellites repeatedly sum- 
moned the specter of concentrated bank- 


This is the first of a series of articles covering the pronounced 


present tendency toward concentration of banking into larger and 


larger units. Dr. Lawrence is the author of “Wall Street and 
Washington” which attracted wide popular interest last winter. 
He has devoted many months to the study of this present problem. 
These articles are based on material which will be available this Fall 
in book form. 
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proposes to exploit. The interest may ing to play upon the fears of their con- 


be based on the mere novelty of the 
change, upon a shock to the cherished 
prepossessions of the multitude or upon 
fear. 

It is probable that the light of public 
attention now focused upon banking 
finds its origin in fear of the conse- 
quences to a larger extent than to any 
other single factor. There is first of all 
the fear of monopoly, an emotion of 
the electorate which is nectar and am- 
brosia to the politician. Money trust! 
The sinister power of concentrated 
wealth! The lurid lexicon of political 
appeal contains no morsels so tooth- 
some. The legislator’s intuitive appre- 


stituents. So impressed were some of our 
Western states with the force of these 
contentions that absolute prohibitions 
against all banking were passed. Of 
course there was bootleg banking in 
these communities, but it was compelled 
to function in the face of great hazards 
and under the cloud of legal interdict. 

It is but necessary to suggest some of 
our other adventures in financing and 
banking to bring out the enduring power 
of this fear. The entire controversy over 
bimetallism was tinctured with this mass 
complex. Our adherence to the gold 
standard was repeatedly described—if 
not accurately at least colorfully and 
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clearly—as the will of wicked interests 
bent upon abridging the liberties of a 
free people. The “Crime of °73” and 
the “Cross of Gold” are soap-box shib- 
boleths which a tolerant history has 
embalmed. 


RECENT FEAR OF MONOPOLY 


The Pujo committee money trust in- 
vestigations of 1912, the insistence upon 
twelve regional banks instead of a single 
central bank, the labors of the joint com- 
mittee of agricultural inquiry in 1920 
and 1921, the recent assaults of Senator- 
ial Quixotes upon Wall Street are all 
testimony to the abiding fear of mon- 
opoly. In his recent statements before 
the Currency and Banking Committee of 
the House, Comptroller Pole carefully 
adapted his testimony to this suscepti- 
bility. He urged upon the committee his 
belief that greater legal tolerance of 
branch banking would result in the de- 
velopment of regional branch systems 
strong enough in their own right to 
diminish the splendor of Gotham’s bank- 
ing ascendancy. 

Although the danger of monopoly in 
credit has been painted in bizarre pro- 
portions and with dark shadows it has 
just enough substance to lend it continued 
life. It is impossible to forget the disas- 
trous consequences of the gold corner 
effected by Jay Gould on Black Friday 
in 1869. The illustrative value of this 
experience is obvious. More recently 
two English-speaking nations have taken 
official cognizance of the peril which un- 
due concentration in banking presents. 


CANADA HAS ONLY TEN BANKS 


The centripetal tendencies of Canadian 
banking have developed with scarcely 
a pause. During the first twenty-five 
years of the present century the Dom- 
inion’s banks have almost doubled in size 
every five years. In 1905 Canada had 
thirty-four banks. Today she has ten. 
In 1905 four banks held 40 per cent. of 
the aggregate resources of all the banks. 
Today four banks hold 80 per cent. of 
the same total. Two of the banks, the 
Bank of Montreal and the Royal Bank of 
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Canada, account for more than half the 
banking assets of our neighbor to the 
north. It must be confessed that the 
Canadians viewed this phenomenon with 
some uneasiness. When Parliament 
pressed its inquiry into banking in 1930 
the matter was given attention. As a 
result the bank act of 1923 requires the 
consent of the Governor-in-Council based 
upon the recommendations of the Minis- 
ter of Finance and the Receiver General 
before a merger can take place. In the 
United States this procedure would 
correspond to a recommendation by the 
Secretary of the Treasury and the Comp- 
troller of the Currency, approved by the 
President with the consent of his Cabinet. 

The dominance of the great English 
banks has long been pressed upon our 
attention. They have grown even as our 
own banks are growing through a proc- 
ess of amalgamation and direct expan- 
sion. The “Big Five” is no idle rhetori- 
cal. term. This small group of banks 
holds more than 91 per cent. of the re- 
sources of the joint stock banks of the 
United Kingdom. Of the banks still re- 
maining outside the circle of titans, a 
number are owned by one or another of 
this group. Their sphere of influence is 
far flung and profound. They reach to 
all parts of the globe. There comple- 
mentary affiliations through interlock- 
ing directorates and stock holdings en- 
able them to direct the course of British 
trade and industry throughout a vast 
empire. 


ENGLAND ORDERS INQUIRY 


This giganticism has long since dis. 
turbed the equanimity of the English- 


man. By 1918 it had proceeded to a 
point where an official inquiry was con: 
sidered necessary. The Chancellor of 
the Exchequer appointed a treasury 
committee at the head of which were 
Lords Cunliffe and Colwyn. One scru- 
tinizes the committee in vain for a trace 
of pink. Even an Englishman would 
grant its conservatism. In its report, 
made after exhaustive hearings had been 
conducted, the committee acknowledged 
unequivocally the dangers of lessened 
competition which were already in evi’ 
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dence as a result of combination. It 
pointed out the adverse effect upon the 
London money marke: resulting from a 
reduction in the number of first-class ac- 
ceptors of bills and that a continuation of 
the centralized trend might seriously im- 
pair the smooth functioning of the dis- 
count market. Considering the possi- 
bility of a combination of the “Big 
Five,” the committee said: 


“Any approach to a banking com- 
bine or money trust—would undoubtedly 
cause great apprehension to all classes of 
the community and give rise to a demand 
for nationalizing the banking trade. Such 
a combine would mean that the financial 
safety of the country and the interest of 
individual depositors and traders would 


would sound the deathknell of the in- 
dependent unit bank. Experience in 
other countries indicates that the two 
cannot exist side by side. Furthermore, 
he saw the economic future of Amer- 
ican communities placed at the mercy 
of great banking systems. 

By arbitrary decisions a distant man- 
agement could determine the flow of 
funds from community to community. 
If it should decide that the assets of the 
system might better consist of commercial 
paper or securities than farm notes there 
might result a more liquid portfolio but 
at the price of agricultural credit con- 
straint. In his recent testimony before 
the House Banking and Currency Com- 
mittee Mr: Dawes reiterated this view. 
We now have two Comptrollers of the 


“The fact that the local banker is the executive of final respon- 
sibility, that his greatest interest is in the community which the bank 
serves, that he is not restrained by the lifeless rule of bank bureau- 
cracy, that he can, because of his intimate knowledge of clients, 


beam upon the spirit of petty local enterprise, all these are 
marshaled in support of the independent bank.” 


be placed in the hands of a few indi- 
viduals, who would naturally operate 
mainly in the interests of the sharehold- 
ers. Moreover, the position of the Bank 
of England—which would, it may be as- 
sumed, stand outside any such trust— 
would be seriously undermined by so 
overwhelming a combination, and the 
bank might find it extremely difficult to 
carry out its very important duties as 
supporter and regulator of the money 
market.” 


What has been the reaction to the 
danger of monopoly in this country? In 
the 1923 report the Comptroller of the 
Currency, Henry M. Dawes, called at- 
tention to the danger of monopoly in- 
erent in an extension of the branch 
banking system. Arguing from an anal- 
ogy with other countries he contended 
that the ultimate of concentration was 
inevitable. Mr. Dawes maintained that 
a tolerance of great branch systems 


Currency viewing the same set of facts 
at the same time and coming to diametric- 
ally opposite conclusions. 


POLE SEES NO DANGER 


No spokesman of large scale banking 
has defended it so articulately and ef- 
fectively as John W. Pole. He has de- 
nied the danger of monopoly which the 
movement appears to present and urges 
that the process of concentration is in- 
evitable. If the law will grant its own 
sanction to the movement a measure of 
control and regulation will be possible. 
If not, the tide of combination will con- 
tinue just the same but without the 
law and public restraint. He points to 
the amazing developments in chain and 
group banking whereby that unity of 
control which branch banking seeks is 
effected. It is merely an adaptation, so 
he avers, of an inevitable economic 
process to the obstacles which the law 





302 


presents. Mr. Pole points to changes in 
transportation, the concentration of 
population in great urban centers and 
the growth of chain store methods as 
indications of a fundamental alteration 
of our economic structure. Large scale, 
multiple banking, he holds, is merely 
an homeopathic accompaniment of this 
development. 

His hand has been greatly strength: 
ened by the appalling total of bank 
failures which have taken place during 
the last ten years. One bank out of 
every six has bitten the dust of bank- 
ruptcy during this dismal decade and 
when the list of casualties is counted we 
discover a discouraging aggregate exceed- 
ing five thousand banks. Failures in some 
communities have been so general that 
public confidence in the entire banking 
system has been undermined. In the 


State of Florida more than 70 per cent. 
of the banks have succumbed in this 
period. In a number of other states these 
years have listened to elegiac strains over 
the graves of more than half the banks. 
Mr. Pole turns to this unsavory record 


and concludes that the unit bank has 
been tried and found wanting. It is a 
public duty to permit independent banks 
to join for greater protection and better 
service to the public. Nor has the sad 
tale come to its last chapter. If the fail- 
ures recorded for the first months of this 
year continue the year 1930 will have 
the unenviable distinction of having wit- 
nessed more than a thousand insolvencies. 

Furthermore Mr. Pole is unable to see 
any prospect for improvement so long 
as the small unit bank dominates, in 
point of numbers, the banking landscape. 
Thousands of these banks are unable to 
earn as much as 5 per cent. on their 
capital funds and it is but a question of 
time before many of these will be ushered 
into the land of sighs and shadows to 
join the spirits of departed banks. 


FAILURES DUE TO LOCAL CHANGES 


It must not be supposed that the unit 
bank accepts these blows supinely. The 
sorry indictment of the unit bank is what 
the logician would call a non sequitur. 
The fearful toll is due not to any inher- 
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ent weakness in the unit bank but rather 
to conditions and abuses which would 
register with equally dreary emphasis 
upon a system of large scale banks. The 
great majority of the failures have oc- 
curred in sections of the country suffer- 
ing from occupational distress or local 
deflation. Twelve of our states located 
in the South Central West and North- 
west account for about three-quarters of 
the failures. Furthermore, many of these 
commonwealths have been guilty of 
gross negligence in the chartering of 
banks. No account was taken of the 
needs of the community, and as a result 
of overbanked conditions many of the 
weaker institutions must necessarily pass 
out of the picture. More than half of 
the failed banks had wholly inadequate 
capital funds for the conduct of their 
business. These were necessarily fair 
weather banks and with the first gust 
of adversity were compelled to sign off. 
To fail to give proper weight to these 
factors and argue that the total of failures 
is the result of the form of our banking 
structure yields an entirely erroneous 
conclusion. So say the protagonists of 
the unit bank. 

Nor do they neglect to stress the part 
played by the independent bank in 
American community life. The fact that 
the local banker is the executive of final 
responsibility, that his greatest interest 
is in the community which the bank 
serves, that he is not restrained by the 
lifeless rules of bank bureaucracy, that 
he can, because of his intimate knowledge 
of clients, beam upon the spirit of petty 
local enterprise, all these are marshaled 
in support of the independent bank. 

Some of these questions we shall con: 
sider in subsequent articles. 


ir 


Two North Carolina colored men discus 
sing a local loan shark. 

“Dey say he’s kindah tight,” said one. _ 

“Tight nothin’,” said the other. “Dat 
man’s as lib'l as dey makes “em. He loaned 
me five dollahs two years ago, and he aint 
never ast fo’ it yet. Eb'ry Sat'day I goes 
‘round an’ pays him two bits intrust and 
he says foh me not to worry “bout dat princi’ 
pal. Dat banker shuah am white!”—Ex 
change. 





What Do Bank Presidents Really Do? 


A Typical Day in the Business Life of a Modern Chief 
Executive 


By JOHN WALKER HARRINGTON 


lish new departments, evolve novel 
types of service, recruit increasing 
legions of employes. Large ones, built 
up layer by layer from other institu- 
tions, may have two, three, even four 
thousand persons on their payrolls and 
scores of executives in the high com- 
mand. An infinitude of affairs fills every 
business minute. As banks gain in mag- 
nitude the task of the president is to 
find out the things he must leave undone. 
What acts to omit are of as much con- 
cern as those he commits. 
It is a natural inquiry and one often 
propounded: “What does the president 
of a large bank do?” 


Biss merge and branch, estab- 


Curiosity on that score could be satis- 
fied by a standardized answer were it 


not for one very lively factor. That is 
the chairman of the board of directors. 

Once when bank presidents verged 
toward seventy, a committee took them 
gently by the hand and suggested “time 
to retire.” They were then inducted 
into that former sinecure, known as the 
chairmanship of the board of directors. 
As such they were supposed, gout will- 
ing, to preside at board meetings and 
lend to them dignity, decorum and mut- 
ton chop whiskers. 

“Other times, other customs” applies 
to the span of life. There are hale and 
hearty chairmen of boards, active at 
seventy, eighty and even ninety. In 
these, the Merger Ages, men attain presi- 
dencies early and often pass to chairman- 
ships before their meridians are reached. 
Active chairmen of boards are numerous. 
They have offices in the bank, and are 
there practically every day, participating 
in all the events of the financial arena. 
Even when they are not appearing “in 
person” they are working industriously 
for the institution. 


Many are now ambassadors extraor- 
dinary to the world of finance at large. 
Usually they may have more to do with 
the outside activities of a’ bank than with 
its internal management. Some are domi- 
nant figures with grips on every activity. 
Often the chairman of the board is an 
elder statesman whose contacts are far 
and wide. He may perform some of 
his most important services for a bank 
when he has not been near it for weeks. 
If there is a conference of financiers to 
decide on an attitude toward a falling 
market, or on brokers’ loans, or toward 
the securities of a certain corporation or 
the bonds of a nation, he is in such com- 
pany. Whether a visitor on a Long 
Island estate, or a guest on a yachting 
trip, or apparently on a vacation in Lon- 
don or in Paris, he is a zealous partici- 
pant in major activities. 


EXECUTIVE OFFICER 


The bank president .is the executive 
or operating officer of a bank, however 
active the chairman of the board may 
be. He is captain of the craft over 
which the flag of the admiral is hoisted. 
There are, of course, institutions with 
presidents who are leaders in finance and 
industry. Their connection is little more 
than nominal. In that case, the execu- 
tive officer may be a vice-president or 
the cashier. The president of a large 
metropolitan bank, however, is respon- 
sible for the operation of the institution. 
However numerous his subordinates, his 
duties are onerous and their demand 
upon his energy clamorous. 

A bank president who tries to check 
up on every minor activity courts 
lunacy. Some who have tried to do it 
ended up in sanitariums or in European 
seclusion. When thev returned to their 
desks they were willing to close their 
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eyes docilely to details they once tried 
to enfold. 

Cyrus K. Curtis, one of America’s 
ablest publishers, was asked by a re- 
porter “To what do you attribute your 
success?” He felt he had to answer 
because his editors had asked that from 
many victims. His reply was “Hiring 
good men and letting them alone.” 

A bank president cannot follow that 
Curtian axiom absolutely. He does, 
however, surround himself with an ex- 
ecutive staff, possibly of four or five 
persons. He has a general bank mana- 
ger, whose duties are much like those of 
an executive officer on a battleship. There 
are three or four senior vice-presidents, 
each in charge of important divisions of 
the bank. Further down are many other 


“The typical bank president of today 
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with as little asking for instruction as 
possible. It has been said that a man 
who makes no mistakes, never makes 
anything else. As the money of banks 
is largely other people’s money, how- 
ever, the likelihood of error has to be 
cut down to the minimum. Some risks 
must be taken and when they are very 
large they are referred upward and 
eventually reach the president of the 
large bank. 

He sits in a commodious office all by 
himself. A clean desk is before him, a 
mind as clear of minor details as possi- 
ble within. His secretary is out of sight 
in an adjoining room, or alcove. He or 
she keeps the president’s schedule, cut 
up into fifteen-minute intervals and with 
a blanket commission to enter at any 


makes his own great 


burden bearable by selecting men who can be hired and let alone, 
within reasonable limits, so that they will not burden him with 
queries that merely represent an evasion of personal responsibility 
and a lack of individual thinking.” 


vice-presidents and their assistants. One 
of these may be assigned to the out-of- 
town business, and under him are aides 
who are familiar with various territories, 
for the business of which they are re- 
sponsible. The more of these who can 
be let alone the better. In large insti- 
tutions their divisions seem to arrange 
themselves almost of their own accord. 
Banking, trust business, investments, for- 
eign relations are controlling factors. 
Executive managers, personnel directors, 
comptrollers, auditors, cashiers, assistant 
cashiers, assistant vice-presidents, assist- 
ants to assistant vice-presidents, and so 
on down the line. It is the business of 
all to have understudies ready to take 
their roles. From top to bottom, the 
institution is run by men who can pick 
subordinates who start themselves. They 
may not be left entirely to their own 
devices nor are they infallible. It is 
the business of a president, as the rank- 
ing operating officer, however, to create 
a system, by which things can be done 


time to remind the chief of engagements 
and arriving callers. Around is a cor 
don of rooms where those of the inner 
circle wait to furnish facts and details, 
or offer suggestion, when their summons 
come. 


VARIED QUESTIONS FOR DECISION 


Divers and various indeed are the 
questions which come up before the 
president for as prompt decision as may 
be. Such matters as loaning a corpora: 
tion a million or so, are wrestled with 
by this executive officer back. in his 
minor-detail-proof shelter. Before him is 
the dossier in the case—a full report. He 
may summon one or two of his immedi 
ate staff—a few tense moments of dis 
cussion and “that is that.” 

The attitude of the bank toward brok- 
ers’ loans, or toward a development on 
the stock exchanges comes within the 
presidential purview. Although such 
decisions are discussed at the daily con: 
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While the bank president of today may have a desk on the officers’: platform in the 
open where he can come in direct contact with the public, he generally has a secluded 


private office for conferences. 


Here also he may withdraw when he has work that 


requires concentration and freedom from interruption. 


ferences of officials at which he presides 
or in a more formal manner by the board 
he must shoulder heavy loads of respon- 
sibility. 

He may himself be directly concerned 
with several important accounts—or be 
the means of bringing a large volume of 
business to the bank. 

In all that he does the bank president 
of today functions on two lines. He sits 
in judgment on other men’s ideas or on 
affairs originated in the organization. He 
may also map out new policies, marshal 
new endeavors. Some are so conserva- 
tive their mission is almost all judicial, 
others human dynamos who load live 
wires and create a tension of hyper- 
activity. The shibboleths of the first are 
“No” and “Show me,” those of the sec- 
ond “Action” and “Why didn’t you 
think of that before.” 

The typical bank president of today 
Preserves the golden mean as far as he 
can. He is making his own great burden 


bearable by selecting men who can be 
hired and let alone, within reasonable 
limits, so they will not burden him with 
queries that merely represent an evasion 
of personal responsibility and a lack of 
individual thinking. 

His chief function is the administra- 
tion of the bank as a vast operating ma- 
chine made up of many parts, and often 
of complicated movements. He cannot 
escape the human equation in all this. 
His capable general manager or the able 
head of the personnel department can- 
not take all the burden, when inevitable 
clashes of personality come. 

Mergers of large banks and trust cqm- 
panies mean a doubling up and readjust- 
ment of departments. The welding to- 
gether of departments from several units 
into one, means that some executives will 
have to take subordinate positions or a 
change of work. In a recent amalgama- 
tion three perfectly good publicity execu- 
tives were thrown together, each capa- 
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ble of being first in command, and refus- 
ing to be second. The issue was settled 
by the president. In fact, in recent 
months, when mergers were so rife, much 
of the bank and trust company presi- 
dents’ time has been devoted to adjust- 
ments of personnel. Their efforts have 
not always been successful and resigna- 
tions have occurred but they have done 
the best they could. 

Ordinarily, the hiring and firing of the 
majority of the employes rests with divi- 
sion heads and personnel managers. Cer- 
tain decisions as to the internal arrange- 
ments of a bank must come up for the 
presidential approval or veto. The en- 
largement of the floor space assigned to 
departments, a change in fixtures or 
lighting, are suggested by experts, but 
such improvements cannot proceed with- 
out the sanction of the head. 

If the business of any department of 
a bank, or of one of its branches de- 
clines it is the function of the president 
to know the why’s and wherefore’s, and 
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provide the corrective remedy. If he be 
of an aggressive type, he does not ap- 
proach such matters from the negative, 
but rather from the positive angle. He 
prefers to incite increases, rather than 
to doctor decreases. 

His province is to decide the attitude 
toward soliciting new business. Shall it 
be conservative or “go-getting.” If he 
feels the tempo is too slow, he sees that 
fewer vice-presidents act as chair-warm- 
ers, and directs their quest for new ac- 
counts. He does not give orders to each 
individual but he is supposed to restore 
suspended animation. On the other hand, 
too great solicitude over getting new ac- 
counts may give a questionable re-action. 


MAINTAINS OUTSIDE VIEWPOINT 


However closely the president of the 
modern big bank may watch its internal 
workings, he maintains the outside view- 
point as well. He keeps a vigilant eye 
on trends. Many of the heads of banks 


A complete absence of papers and documents characterizes the desk of the modern 
bank president, indicative of the manner in which he has succeeded in freeing himself 
of details by delegating all routine duties to others. 
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are up at early hours reading the news- 
papers on their own account. They find 
a digest of the doings of the day before 
on their desks when they arrive, but 
they have their independent impressions 
as well. The majority of the presidents 
of the large New York banks are omniv- 
orous readers of magazines and books 
on financial and economic subjects. Sev- 
eral whom the writer knows are almost 
recluses at night, spending long hours 
pondering on financial lore. Those who 
are interested in sports and society, get 
in more reading of this deeper sort than 
they appear to do. They follow out 
Henry Ford’s idea of resting eight hours 
in bed, but spending part of that time 
reading and thinking. All this is addi- 
tional to the information which is con- 
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1. Those who are executive officers 
of the many “mergered” metropolitan in- 
stitutions in which the chairman of the 
board and governing committees are ac- 
tive, as in the Chase National Bank and 
the National City Bank of New York. 

2. Presidents of smaller banks whose 
position is largely nominal, as their time 
is largely devoted to their own private 
business or to large commercial enter- 
prises. 

3. Presidents of large and average- 
sized banks, who are in full executive 
charge, subject to the authority of the 
board of directors. 

Inasmuch as it is so difficult to give 
any uniform description of the duties of 
the first class, and as the second delegate 
most of their duties to a vice-president 


“Outside of the routine hours he goes about the city observing 
the stores, factories, and the progress of the building and public 
improvements. . . . However one may delegate duties to others, 
the average bank president of today must have an exact knowledge 


of the potentialities of the community which his institution serves.” 


densed and arranged for them by expert 
subordinates. Presidents of metropolitan 
banks take enough exercise to keep in 
good physical trim, and to aid them in 
maintaining that mental agility so vital 
to prompt decisions. Their working 
days are full of action, from morn to 
eve. Unless business demands it, they 
do not go out to luncheon, but have 
their midday meal in the officers’ dining 
room of the bank, usually surrounded 
by close personal staff, and often dis- 
cussing policies. 

In their working quarter hours they 
are always accessible at once, to the 
members of the inner group—and to 
others by appointment. As operating 
officials the presidents of these latter- 


day large banks are busily worthy of 
their hire. 


THREE PRINCIPAL TYPES 


Bank presidents in this year of 1930 
are of three principal types, as follows: 


or chief cashier, a typical day of a presi- 
dent in the third and, by far, the larg- 
est division, is here detailed. 

He is at the head of a large bank 
within a few miles of New York City, 
with five branches in neighboring towns. 
His experience has been varied. Start- 
ing as a teller in a Southern bank, he 
went to New York where he became a 
vice-president of one of the largest trust 
companies and, still a young man, was 
called to the presidency of an important 
bank across the Hudson. 

His business day starts at 8 o'clock 
in the morning. He may not reach his 
desk until 9 o'clock or after, and some- 
times he is the first officer to appear. 
As is so with many other bank presi- 
dents, he does not impress upon the staff 
that he is synchronized in his morning 
arrivals. 

Friday is his longest and usuallv his 
busiest day. It begins at 8.30 sharp, 
with a meeting of the managers of the 
branches in the office of the president. 
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The session seldom lasts more than an 
hour, so they can return to their posts 
by 10 o'clock. The managers bring with 
them their statements of the condition 
of the branches at the close of business 
the preceding day. The rules require 
that such statements be sent by messen- 
ger also at the end of every week day. 
At the Friday conference, the president 
and the managers discuss problems which 
have arisen from current economic and 
financial conditions, such as the state of 
the stock market, etc. The general atti- 
tude of the bank on credits is defined and 
a policy toward them adopted. 

If deposits of a branch have increased 
or decreased, the manager tells why. If 
new accounts have been gained, or ac- 
counts closed, or loans are being paid 
promptly or otherwise, the local reasons 
therefor are considered. Specific instruc- 
tions are issued with regard to such 
matters as brokers’ loans. The managers 
leave for their branches after having 
sensed important reactions and also been 
spurred for action on their own account. 


DAILY SCHEDULE 


First on the president’s regular daily 
schedule is attention to the morning mail, 
which is given not later than 9.15. The 
president’s secretary has opened it and 
separated it into two piles—letters—and 


circulars or advertising matter. He goes 
over the correspondence very rapidly, 
selecting that which may require imme- 
diate action. If a large check has been 
received, say for $100,000 or even $250,- 
000, for example, it must be sent to the 
clearing house at once to save interest. 
The president also routes the mail him- 
self, as he desires to be in touch with 
all important activities of the various de- 
partments. 

The credit conference, at which the 
president presides, is called for 9.30 
o'clock, and it usually keeps true to 
schedule. Here credit offerings and 
problems are discussed. Unless it is a 
small one, the conference does not pass 
upon a credit. Credits are made the 
individual responsibility of the official 
nearest to them. as far as possible. That 
official has established relations with the 
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person or interest requiring credit; he is 
tamiliar with the files and is required to 
express his opinion in advance of action 
while the matter is before the confer- 
ence. If the president of any bank of 
large size had to consider all the details 
of credits, and held department heads to 
a light responsibility, he would soon be 
worn out by the process. 

Ten o'clock is set by the president for 
the close*scrutiny of the bank’s state 
ment. He becomes inaccessible to any 
one while this is being done. Here he 
goes into every necessary detail. With 
the statement he considers that of a 
month ago, six months ago, or even a 
year ago for the same day. The loans 
are scanned, and if any considerable item 
of past due paper appears, further in- 
vestigation is made. Deposits and earn- 
ings are compared and noted. The mon- 
ies which the bank may have on deposit 
with other institutions or with the Fed- 
eral Reserve are looked into and those 
deposits are increased or decreased as cir 
cumstances and the judgment of the 
president indicate. In this bank, as is 
true probably in every large institution, 
the study of the statement is a duty 
of the highest importance, and requires 
the most intensive thought. 

Answering letters begins with this 
president at 10.45 a.m. As far as pos 
sible, having routed the important corre- 
spondence himself, he has placed the 
work of answering letters on various sub- 
ordinates. After checking them up, he 
signs such letters as require a direct an 
swer by him. Dictating takes up most 
of the time until luncheon. In the late 
afternoon the president also takes up 
correspondence. 

Seeing callers by appointment is pro- 
vided for on the daily calendar, usually 
several days in advance. As far as pos’ 
sible the appointments are made for the 
afternoons. On an average, he sees only 
from seven to eight persons a day, in 
this formal manner. As the business of 
the bank has been constantly increasing, 
many duties make it imperative for him 
to devote himself to general policies. His 
office arrangements, however, provide for 
a happy medium between the hermitage 
and the open view. When he has work 
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which requires the utmost concentration, 
he is behind the doors of the inner sanc- 
tum. He also has a desk in the main 
banking room, just outside his private 
ofice, where for a portion of the day he 
can see and be seen. In this way he 
keeps up with the personal contacts. The 
other ofhcers of the bank have a good 
idea of whom the president would like 
to see, or should see, when they visit the 
bank, and call them to his attention, es- 
pecially if he is at the outside desk. 
While there, he attends to correspond- 
ence or considers matters which can be 
taken up and dropped at will. 

Meetings of the executive committee 
of the board of directors, or other groups 
of directors figure on the midday and 
afternoon schedules. The executive com- 
mittee meets at least once a week. There 
are often several conferences weekly, 
with other groups of directors or confer- 
ences with one or two of these elder 
statesmen. Such conferences may last 
only five or ten minutes, or may occupy 
half an hour. 

This president also attends directors’ 
meetings of various corporations or in- 
dustrial enterprises in which the bank 
is substantially interested. There are 
also luncheon engagements with promi- 
nent clients or with prospective ones. 
There is a department of new business, 
but at times, when a large account is 
being considered, the chief executive 
must take an active part in negotiations. 


COMMUNITY CONDITIONS 


At all times, this president keeps well 
informed as to the state of the commu- 
nity in which the bank is situated. Out- 
side of the routine hours, he goes about 
the city observing the stores, the factor- 
ies, and the progress of building and 
public improvements. When an import- 
ant concern, considering establishing it- 
self in that city, asks for an analysis of 
conditions there, the expert statisticians 
of the bank prepare it, but the president 
does not send it out until he has read and 
digested its items. However one may 
delegate duties to others, the average 
bank president of today must-have an 
exact knowledge of the potentialities of 
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the community which his institution 
serves. 

It any standardized rules gover.ing 
the duties of a bank president could be 
tormulated, probably the cardinal one 
would be to delegate duties to others as 
tar as possible, and to let them know 
that such reference does not mean final- 
ity. This president keeps not only a 
calendar in advance, but also a small 
memorandum “future” book in which he 
enters important matters which he has 
asked subordinates to bring to a conclu- 
sion. Every day, sometimes several 
times daily, he consults this record to 
refresh his memory—although that fac- 
ulty does not need much vivifying. Even 
the sight of the little volume may re- 
mind him of many things. If there has 
been no action, he asks casually enough, 
and very clearly, what is being done. 

Varied experience has impressed on 
him a certain philosophy of life. He 
never becomes confused, nor does he lose 
his temper more than once or twice a 
year, and when he does he doesn’t show 
it. When he asks a fellow officer about 
this and that, he does so from a courteous 
and friendly interest in the task assigned 
and its doer. He inspires those under 
his direction with confidence in them- 
selves and shows himself ever ready to 
praise and commend. He is a distribu- 
tor of stresses—seing that all members of 
the structure do their part in carrying 
the load. At the same time he is a pier 
which sustains a heavy burden, but not 
a crushing one. 


SAFETY FILM SHOWN 


“Wuy Be Careless,” highway safety film 
of the John Hancock Mutual Life Insur- 
ance Company, Boston, has been shown more 
than 250 times to a total audience of 80,000 
vr more during the first half of 1930. 

The film is a contribution to the nation- 
wide campaign to prevent deaths from auto- 
mobile accidents and is exhibited through 
local offices of the company and through 
safety councils and schools. It is based on 
a study of highway accidents made by a state 
highway department, to determine the most 
common causes of accidents. The responsi- 
bility of both the pedestrian and the driver 
is emphasized. After depicting the effort of 
the traffic police to regulate traffic for the 
safety of all, several accidents are enacted 
which give every appearance of reality. 





Public Financing to July 31 Totals 
$3,901,411,000 


EW public financing in the 
N United States during the first 

seven months to July 31, 1930, 
excluding domestic and Canadian mu- 
nicipals, aggregated $3,901,411,000, ac- 
cording to preliminary compilations 
announced by Otto P. Schwarzschild, 
editor of American Underwriting Houses 
and Their Issues and manager of Na- 
tional Statistical Service, New York 
City. This total compares with $4,- 
149,448,000 for the same period of 
1929. 

The review includes stock issues as 
well as bonds and notes. Preferred 
stocks of a set par were considered at 
par, while all no-par stocks were cal- 
culated at public offering prices. The 


record was compiled from advertise- 
ments of syndicate offerings, and the 


head of the syndicate was assumed to 
be the firm appearing in the leading 
position in the advertisement. 

The compilation reveals that J. P. 
Morgan & Co. led the list of invest- 
ment houses during the first seven 
months by heading syndicates amount- 
ing to $660,778,000. Harris, Forbes & 
Co., with $335,259,000, ranked second 
and Kuhn, Loeb & Co. third with 
$244,325,000. 

The results of the first seven months 
from the standpoint of total business 
participated in, either as head or par- 
ticipant, show that Harris, Forbes & Co. 
accounted for the largest volume with 
$1,116,764,000. The National City 
Company of New York ranked next 
with an aggregate of $1,087,994,000 
while the Guaranty Company of New 
York was third with $971,794,000. 

An analysis of the financing during 
the first seven months reveals that of 
the total new offerings of $3,901,411,- 
000, bond and note issues aggregated 
$3,452,557,000, or over 80 per cent. of 
the total, while stock issues amounted 
to only $448,854,000. Domestic public 
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utility financing totaled $1,390,125,000, 
accounting for more than one-third of 
total offerings. Domestic railroad issues 
ranked second with $594,590,000. Ca- 
nadian corporate and other foreign is- 
sues aggregated $802,461,000 while new 
financing for financial and investment 
companies totaled $232,670,000 of 
which over two-thirds comprised bond 
and note offerings. 

During the first seven months of 1929 
new offerings in behalf of public util- 
ities amounted to only $710,011,000; 
for railroads only $152,493,000, while 
investment trust financing reached a 
total of $1,120,869,000. 


RETURNS FROM ABROAD 


Jutien H. Hit, president of the State- 
Planters Bank and Trust Company, Rich- 
mond, Va., has returned from a tour of 
England as a member of the Virginia State 
Chamber of Commerce reciprocal relations 
committee. Mr. Hill was recently elected 
a member of the board of directors of the 
Pan-American School, which plans the es 
tablishment of an institution in Virginia 
where South Americans can go to learn busi 
ness methods and customs of the United 
States. 


THREE HUNDRED DEALERS 
TO DISTRIBUTE FIXED 
TRUST SHARES 


A CHAIN of more than three hundred banks 
and security dealers throughout the United 
States will distribute shares in the Standard 
American Trust Shares, a fixed trust spon: 
sored by the National Republic Company 
investment affiliate of the National Bank of 
the Republic, Chicago, and Lawrence Stern 
and Company. Since the trust is only a 
few months old, it is considered significant 
that so large a number of banks should join 
in the distribution of common shares of this 
type. The majority of the dealers in the 
group are banks and bank security affiliates. 

According to the sponsors of the trust, 
the banks and security dealers who have 
joined the distribution group include instr 
tutions in practically every large city in the 
country. 





Bond Premiums and Discounts 


Proper Accounting Methods Will Enable the Bank to Get Proper 
Income Tax Credit for Losses Sustained 


By R. D. Bonp 
Of R. D. Bond & Co., Public Accountants, Detroit 


HE basic principles upon which 
TT comments under this subject 

rest for authority are contained in 
Sections 111 and 113 of the Revenue 
Act of 1928. These two sections of the 
law provide the methods of determining 
the gain or loss resulting from the sale 
of property, and, by restricting the sub- 
ject to bonds ordinarily bought and sold 
during the process of building up and 
maintaining secondary reserve, it is 
found that taxable gains and losses re- 
sulting therefrom will be determined, 
with an exception in one out of many 
cases, by the application of two very 
simple sets of rules: 


case of decreased book values. Although 
the writing down of values or costs of 
bonds is an admirable practice from a 
standpoint of conservative accounting, it 
has no place in correct accounting for 
income tax purposes. 

Inasmuch as the law is so very clear 
on the subject of profits and losses aris- 
ing from sales, the principal value to 
be gained from a discussion of bond pre- 
miums and discounts is the finding of a 
method of accounting for income tax 
purposes which will eliminate the usual 
overpayment of tax and at the same time 
not disturb the bank’s conservative policy 
of having its financial statements reflect 


This is the fourth of a series of articles discussing problems of 


the Federal Income Tax that are peculiar to banks. 


Mr. Bond 


who has specialized on this subject has found that many banks 
fail to get proper credit for actual losses on their income tax returns 
through improper accounting methods. A limited quantity of back 
numbers are available for new readers who are interested in com- 


pleting their file of the series. 


First, in respect to bonds acquired on 
and after March 1, 1913, the profit or 
loss is simply the difference between the 
cost and selling price. Second, in re- 
spect to bonds acquired before March 1, 
1913, the profit or loss is measured by 
the difference between the selling price, 
and the cost or March 1, 1913, market 
value, whichever is greater. 

Adjustments ordinarily made by banks 
0 reflect market fluctuations or for the 
purpose of amortizing premiums paid, 
are not recognized in the Federal income 
tax law and regulations, either as in- 
come, in the case of increased book 
values, or as allowable deductions, in the 


secondary reserves at a safe margin be- 
low cost or actual market value. 


CHARGING OFF PREMIUMS 


Amortization of bond premiums over 
a period of a few years, and the direct 
charging of premiums to expense when 
the bond is purchased, are both com- 
mon occurrences in bank accounting, but 
these two methods of reducing the cost 
of bonds are by no means the only 
methods employed. Examination of the 
bond accounts in just a moderate num- 
ber of banks will disclose a wide variety 
of methods, some of them well planned 
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and others used simply for the purpose 
of reduction without regard to theory or 
formula. 

Apparently the direct charge to ex- 
pense of premiums paid at the time of 
purchasing bonds is the most generally 
employed method of reduction and for 
this reason it is selected here for the pur- 
pose of illustrating the tax accounting 
faults and the use of corrective supple- 
mental records. 

It might be advisable to inject the 
thought here that the charging off of 
bond values or costs does not necessarily 
stop with the elimination of premiums 
paid. 

Reduction of bond values below par is 
usually prompted by a general slump in 
market values or when some particular 
issue suffers a loss in value by reason of 
circumstances peculiar to it alone. These 
further charge-offs, however, result in 
the same unallowable expense deductions 
and can be corrected with the same form 
of supplemental records. 

As was pointed out in articles appear- 
ing in THE BANKERS MAGAZINE for 
July and August, unless there is a defi- 
nitely determined loss, a reduction in the 
cost of bonds constitutes an unallowable 
expense deduction for Federal income 
tax purposes. 


DIRECT EXPENSE CHARGE METHOD 
ILLUSTRATED 


Looking over the bond account of an 
average-size bank, covering purchases for 
a recent year, it is found that the orig- 
inal debit entries all seem to reflect par 
values. Further scrutiny indicates that 
par values are reflected in the original 
debits consistently for five, six, or even 
ten years back, so that the conclusion 
is quickly reached that the direct ex- 
pense charge method has been put into 
effect for writing off premiums. A com- 
plete analysis of the total book balance 
in the bond account shows that there are 
some bonds carried at par which were 
bought two years back at 103; others 
bought five years back at 10114; and 
still a number of other issues bought at 
various times and at various prices above 
par. 

In every instance when a purchase of 
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bonds was made, a debit was entered in 
the bond account, to reflect par value, 
and in an expense account for the 
amount of the premium paid. 

The result of this accounting pro- 
cedure is that Federal income tax re- 
turns prepared in accordance with the 
bank’s accounts carry unallowable ex- 
pense deductions as well as reduced bond 
costs. The expense deductions will be 
disallowed by the Treasury Department 
examiners and the bank will be called 
upon to pay an additional tax. So far 
no actual loss is suffered by the bank, 
because it should not have taken the 
premium charges as an expense for in- 
come tax purposes; but the same items 
may result in actual tax losses in a later 
year when the bonds are sold. 

The reason is obvious if no perma: 
nent supplemental record is kept, as the 
items of premium expense charges and 
resulting disallowances become so numer- 
ous over a period of years that only a 
written record could be expected to re 
tain the history of each transaction; 
therefore, in the absence of such a rec 
ord, when the bonds are sold, the prez 
miums will be overlooked because the 
bonds are on the books at par and will 
accordingly be credited out at par. 

The result of overlooking the pre: 
miums, which in effect have been added 
back to the cost of bonds in connection 
with some prior year’s assessment of ad- 
ditional tax, is that an over-payment of 
income tax is made—an over-payment 
which is just as real as if the bank had 
failed to claim depreciation on its build- 
ing. 

A slight deviation from the direct ex’ 
pense charge method is found in those 
cases where premiums are charged to a 
bond premium account and followed by 
subsequent charges to expense in lump 
sums out of this account. The resulting 
tax faults are practically identical and 
this procedure is only mentioned because 
it is followed by quite a number of banks 
and is closely related to the direct ex 
pense charge method. 


BOND DISCOUNTS 


Banks occasionally buy bonds at a dis’ 
count, but usually in a dull market and 
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it is thought that for this reason the 
bond accounts of most banks reflect only 
occasional instances of the writing up of 
values. Where a bond is bought at 98 
and reflected in the bond account at par, 
the usual offset to the increase is a credit 
to Interest and Discount, a revenue ac- 
count, which results in an income tax 
accounting fault, and, it must be admit- 
ted, without the redeeming feature of 
conservativeness. 

The income tax accounting fault is 
against the taxpayer in the year the dis- 
count is credited to income and against 
the Government in the year the bond is 
sold. It is quite possible, however, that 
the taxpayer will pay a double tax on 
the item of discount because of the in- 
stinctiveness of an employed accountant 
or an income tax examiner, when prepar- 
ing or examining income tax returns for 
the years involved, to verify the actual 
cost of a bond when it is sold rather than 
when purchased. 

The double tax is the result of the pay- 
ment of tax on the discount credited to 
Interest and Discount, which is not in- 
come in any sense of the word, and a 
further payment, indirectly, on the same 
item when it is discovered that the actual 
cost of the bond is less than the book 
value. 

These illustrations are not imag- 
inary, nor originated for the purpose of 
furnishing subject matter, but follow ac- 
tual bank practice and it is conserva- 
tively estimated that not one in fifty 
banks is one hundred per cent. efficient 
in the handling of its bond premiums and 
discounts for income tax purposes. 

Regardless of whether or not it is pos- 
sible, at this late date, to effect com- 
pensating adjustments in the liability for 
income tax covering prior years, a cor- 
rect set-up of premiums and discounts 
should be made as soon as possible for 
current use. It is quite possible, how- 
ever. that in preparing the necessary rec- 
ord it will be discovered that claims for 
refunds of overpayments and submission 
to additional tax assessments are in order 
covering recent years. 

The enly cases wherein compensating 
adjustments could not be effected, 
through refunds or additional payments, 
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would be those against which the statute 
of limitations has run or where agree- 
ments between the Commissioner of In- 
ternal Revenue and the taxpayer, for a 
final determination of tax, have been ex- 
ecuted. 

It should be a simple matter for a tax- 
payer to determine the result of its pro- 
cedure by comparing a correct set-up 
with the charges and credits reflected in 
its accounts. 


PREPARING THE SUPPLEMENTAL RECORD 


By starting with transactions on and 
after January 1, 1920, a supplemental 
record prepared by analyzing the pur- 
chases and sales of bonds thereafter will 
in all probability disclose the information 
required to constitute a complete record 
of the premiums (or discounts) relating 
to bonds on hand, for example, Decem- 
ber 31, 1929, as well as those which 
have been sold within the last four or 
five years. 

Where it is found that by starting 
with January 1, 1920, there are some 
few sales during recent years or some 
bonds on hand at December 31, 1929, 
the offsetting purchase of which has not 
been picked up, it is then a simple mat- 
ter to go back beyond the original start- 
ing point and pick up the few remaining 
purchases, setting them in chronological 
order ahead of the first previously re- 
corded purchase. 

The form of permanent record is not 
so important if it discloses the informa- 
tion readily and the transactions for any 
particular year can be quickly copied 
off onto a separate schedule when pre- 
paring income tax returns. 

A double page record in the form of 
ordinary accountant’s analysis paper pro- 
vided with a descriptive column on the 
left hand side will suffice. In fact the 
analysis paper folded and inserted in a 
post binder provides a good form. Be- 
fore beginning the preparation of the 
record, determine how far back the in- 
formation disclosed will be of value in 
securing an adjustment. That is, if an 
additional assessment of tax covering the 
year 1924 has been paid within the 
last four years and no final agreement 
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has been entered into, then the taxpayer 
is in a position to recover any overpay- 
ment. 

The final agreement herein referred to 
is not the usual form now accompanying 
an examiner's report wherein the tax- 
payer, by signing, consents to the assess- 
ment and collection of an additional tax 
and waives its right to file an appeal with 
the U. S. Board of Tax Appeals. 

Assuming that an adjustment can be 
secured for 1924 and subsequent years, 
by reason of additional payments of tax 
or that the time limit has not yet ex- 
pired on the original payments, the rec- 
ord could be built up in the following 
described manner: 

Use the first column on the extreme 
left hand margin of the double page 
record for date of purchase; the descrip- 
tive column on the right of the date 
column for a description of the issue 
purchased; the next column to the right 
for the amount of debit to the bond ac- 
count. If the original debit in the bond 


account is other than par value, show the 
par value in the descriptive column. Use 


the next column to the right for the 
premium or discount—the discount to be 
entered in red. 

Up to this point the record discloses 
the information on the purchase, i.e. the 
date—description—par value—debit in 
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bond account—premium or discount on 
the purchase. The information to follow 
relates to the bonds when sold—the find- 
ing of the amount of premiums or dis- 
counts attaching to sales made during 
and subsequent to the year 1924, as well 
as the amounts remaining unextinguished 
against bonds on hand December 31, 
1929. 

In order to set out the required in- 
formation it is necessary to use double 
columns—one for the par value of bonds 
sold during the year and the other for 
the premium or discount attaching there- 
to. 

In continuing the preparation of the 
record, use the first of the double column 
group to set out the par value (or origi- 
nal debit) of all sales made on or before 
January 1, 1924, and the premium or 
discount attaching thereto; the next suc: 
ceeding double column groups for the 
information on all sales made during the 
years 1924 to 1929, one group for each 
year extending out to the right; and the 
last group for the par value (or original 
debit) of all bonds on hand December 
31, 1929. 

From the above described record it is 
possible to prepare the two schedules— 
short forms—for any year from 1924 to 
1929 which should accompany an income 
tax return, by merely “picking out” the 


EXHIBIT “D” 
PREMIUMS AND DiscOUNTS EXTINGUISHED, 1928 


Date 
Purchased 
April 1, 1923—Southside Ry. 5s—1933 
May 2, 1927—Consolidated Corp. 5s 
Etc. 
Etc. 


*Discounts to be shown in red 


Deduct from book income 


Premium or 
* discount 
$ 200 

350 


Par value 


$10,000 
20,000 


EXHIBIT “E” 
PREMIUMS AND Discounts CAPITALIZED, 1928 


Date 
Purchased 
January 8, 1928—Paramount Ry. 5s—1944 
March 5, 1928—Utility Corp. 6s—1933 
April 1, 1928—Etc. 
Etc. 


Premium or 
* discount 
S 
yi | 
100 


Par value 


*Discounts to be shown in red 


Add to book income 
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EXHIBIT 


a as 


AMENDED BALANCE SHEET 


Name 


of Bank 


January 1, 1928 
Date 


ASSETS 


Per Books 
Cash on Hand and In Banks $232,124.17 
Loans and Discounts 482,646.46 
Other Stocks and Securities 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 480,000.00 


Adjustments 
Debit Credit 
$ $ 
(1) 4,000.00 
(2) 1,000.00 


Amended 


$232,124.17 
486,646.46 
41,500.00 
110,000.00 


(3)7,200.00 487,200.00 


(1)4,000.00 
(2) 1,000.00 


(3)7,200.00 30,367.22 


Explanation of Adjustments 
Note of John Doe ordered written off by bank examiner on November —, 1927, 


which was not then definitely ascertained to be bad. 


information.) 


(See credit files for further 


To restore to balance sheet, stock of the A-B Company ordered charged off by 
bank examiners on November —, 1927, but added back to income for tax purposes. 


The loss is not yet known to be final. 


To restore premiums, less discounts, on bonds purchased prior to January 1, 1928, 
and which were still on hand as at that date. 


items falling in the year for which the 
information is desired. 

The short forms of premium and dis- 
count schedules are prepared and used as 
supporting schedules to the adjustments 
shown in Exhibit B—Reconciliation of 
Income Statement—and Exhibits A and 
C—Amended Balance Sheets. For ref- 
erence we shall caption these two sup- 
porting schedules (1) Exhibit D—Pre- 
miums and Discounts Extinguished— 
and (2) Exhibit E—Premiums and Dis- 
counts Capitalized. 

Exhibit D sets out all of the premiums 
and discounts attaching to bonds which 
were sold during the taxable year for 
which the income tax return is being 
prepared and is used to support the de- 
duction from book income shown in ad- 
justment (i) on Exhibit B as well as the 


adjustment on the Amended Balance 
Sheet at December 31, 1928. 

Exhibit E sets out all of the premiums 
and discounts on bonds purchased dur- 
ing the taxable year where the premiums 
were charged to an expense account and 
the discounts were credited to income. 

In the July and August issues of THE 
BANKERS MAGAZINE, containing the sec- 
ond and third of this series of articles, 
examples were given of the proper 
method of building up the Reconcilia- 
tion of Income Statement and Amended 
Balance Sheets to accompany Federal in- 
come tax returns. These two examples 
covered bad debts and losses. 

In proceeding with the building up 
of these exhibits in relation to the hand- 
ling of bond premiums and discounts, 
we must assume the following facts: 
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EXHIBIT “B” 


RECONCILIATION OF INCOME 
1928 
Year 


Name of Bank 
Net Income as Shown by Books 
ADD 


(a) Bad Debts—Not Allowable 
(b) Premiums Capitalized (Ex. E) 


) Bad Debts—Charged Off Pricr Years 
) Loss On A-B Company Stock 
i) Premiums Extinguished (Ex. D) 


Adjusted Net Income Subject to Tax 


Address 


$10,000.00 


$4,000.00 
1,000.00 
3,475.00 


Explanation of Adjustments 


Notes of J. J. Jones ordered written off by bank examiner on November —, 1928, 
which were not definitely ascertained to be bad during the year 1928. Debtor owns 
farm lands which he hopes to sell in order to pay at least a part of the notes 
due us. 

To restore to income, premiums paid on the purchase on bonds during the year 1928, 
which were charged to expense. 

Note of John Doe ordered charged off by bank examiner in 1927, which was not 
then ascertained to be worthless, and which was restored to income for the year 
1928. It was definitely determined to be worthless in 1928. 

To deduct, as a loss sustained, stock of the A-B Company which was ordered 
charged off in 1927 by bank examiners but restored to income for that year and 
to the balance sheet as at 12/31/27 (1/1/28). This loss was actually sustained 
in the year 1928 as evidenced by records on file at our office showing bankruptcy 
proceedings, etc. 

To deduct as part of the cost of bonds sold during the year 1928, premiums attaching 


thereto and which had previously been charged off but restored to income and cost 


of bonds for income tax purposes. 


The par value of bonds held on Janu- 


ary 1, 1928, by our bank is $480,000, 
and while these bonds are carried on 
the books at par value, the permanent 
supplemental record of bond premiums 
and discounts discloses that some were 
bought at par but others at a premium 
or discount; and, that in the aggregate 
the premiums exceed the discounts at- 
taching thereto by $7200. All of this 
information is contained in detail on 
the supplemental record. 

Assume further that $240,000 in par 
value of bonds are sold during the year 
1928, upon which there attaches $3475 


in premiums which have been charged to 
expense in prior years. 

Adjustment (3) on the balance sheet 
of January 1, 1928, Exhibit A, shows 
the method of restoring the net figure of 
premiums and discounts to the carrying 
cost of bonds on hand at that date, and 
adjustment (i) on the Reconciliation of 
Income Statement, Exhibit B, shows the 
method of claiming the premiums as a 
part of the cost of the bonds sold. 

Inasmuch as the income disclosed by 
the bank’s books includes the profit or 
loss resulting from the sale of bonds 
which were carried at less than cost, the 
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EXHIBIT “C” 
AMENDED BALANCE SHEET 
Name of Bank 


December 31, 1928 
Date 


ASSETS Per Books 
Cash on Hand and In Banks $194,505.21 
Loans and Discounts 510,607.40 
Other Stock and Securities .. 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 320,000.00 


Adjustments 


Debit Credit Amended 


$194,505.21 
520,607.40 
40,500.00 
110,000.00 
324,600.00 


$ 
(1) 10,000.00 


(2) 4,600.00 


(1) 10,000.00 


(2) 4,600.00 43,767.22 


Explanation of Adjustments 
(1) Notes of J. J. Jones ordered charged off by bank examiner in 1928 which were not 


ascertained to be worthless. 


(See addition to book income, adjustment “a."’) 
(2) To restore premiums, less discounts, on bonds on hand December 31, 1928. 
ciled to adjustment (3) on January 1, 1928, balance sheet as follows: 


Recon- 
Unextinguished 


premiums, etc., January 1, 1928—$7200; deduct amount extinguished by sales during 
year $3475 and add amount to be capitalized on purchases during the year, $875, which 


equals $4600. 


deduction from book income is necessary 
to reflect the actual profit based upon 
the actual cost instead of book carrying 
value. 

In addition to the sale of bonds mak- 
ing necessary the above adjustments, we 
find that during the year 1928 purchases 
were made totaling $80,000 in par value 
upon which premiums in the amount of 
$875 were paid, and that the bank fol- 
lowed out its direct expense charge 
method by charging the premiums to ex- 
pense. Proper income tax accounting 
demands that these premiums be capital- 
ized as part of the cost of the bonds, so 
that wo adjustments are necessary—the 
expense account must be relieved of $875 


~ bond costs must be increased by 


Adjustment (b) on the Reconciliation 
of Income Statement, Exhibit B, shows 
the method of relieving the current ex- 
pense account of the erroneous charge 
and adjustment (2) on the amended 
balance sheet for December 31, 1928, 
shows the net result of taking into con- 
sideration $3475, premiums extinguished 
by sales, and $875 added back or capi- 
talized on purchases, made during the 
year. 

We now have corrected or amended 
balance sheets and a reconciliation of in- 
come statement covering adjustments 
made to reflect the proper handling of 
bad debts, losses and bond premiums and 
discounts under the circumstances de- 
scribed in articles covering these sub- 
jects. 





The Dangers of Economy 


HE present depression has influ- 
enced the buying habits of all the 
people, and a wave of economy 
has swept over the whole country, af- 
fecting and cutting off enormously, the 
demand for goods, says The Bache Re- 
view, publication of J. S. Bache & Co., 
of New York, for August 23. 

“One straw indicative of economy in 
the nation,” it goes on, “is the flocking 
of populations to the chain grocery 
stores where lowest possible prices on 
household stores are obtainable. There 
are 371 grocery chains which report to 
the Federal Trade Commission, and these 
represent 42,751 stores. Most of them 
are not only not feeling the depression 
of this period, but business is distinctly 
better than it was last year. The 
largest of these grocery chains has 17,- 
000 stores, 50 warehouses and various 
plants, bakeries, canneries and coffee 
roasting units. Its financial report for 
the seven months ending August 1, 
1930, shows sales of nearly $650,000,000 
compared with $600,000,000 the year 
before. The company reports heavier 
sales for July than for any other July 
in the history of the company, and July 
in many other lines was the blue month 
of the year, thus far. 

“It can be seen at once how this 
widely practiced economy (which still 
exists) has retarded recovery, cutting 
off any rapid or normal consumption 
of the surpluses which are to this day 
burdening the markets. 

“And to this day people are econ- 
omizing insistently. Economy is a good 
thing for a nation provided it comes 
about through a natural steady growth. 
But if it lands with shocking sudden- 
ness on the whole community, the im- 
pact is bound to shake the foundations 
and produce trouble for a time. 

“It can be imagined what a difference 
in the volume of consumption takes 
place if a hundred and twenty million 
people scrimp their wants and cut down 
their individual purchases, even a little. 
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“That is what has happened to 
America. And it must be remembered 
that this economy is not confined to in- 
dividuals. Merchants and manufactur- 
ers and all kinds of industrial concerns 
have cut down expenses and are sailing 
under bare poles waiting for the 
weather to clear. 

“There are probably hundreds of 
thousands of families and individuals 
who do not need to economize, and 
would not under ordinary circum: 
stances. If all of these should all at 
once resume the scale of buying to 
which they were accustomed before the 
crash, there would undoubtedly be a 
great increase in the volume of business 
and a notable change for the better in 
the outlook. 

“These surveys, however, of what 
might happen are purely academic. No 
such change will take place promptly 
in the habits of vast numbers of people 
who have simply been scared into the 
practice of unusual economy. Human 
nature will have to take its course.” 


ARIZONA BANK PLANS NEW 
BUILDING 


PLans for a new bank and office building 
have been announced by the Valley Bank 
and Trust Company of Phoenix, Ariz. Work 
will be begun about December 1 and it is 
expected that the new building will be ready 
for occupancy about August 1, 1931. 

The plans call for a main banking room 
about 66 by 150 feet at the center of the 
building, flanked by store buildings. Addi- 
tional working space will be provided on 
the main and mezzanine floors and ample 
quarters will be provided for the various 
departments. All vaults will be located in 
the basement and may be reached by broad 
stairs from the lobby or by elevator. 

More than six floors of the building will 
be occupied by physicians, dentists and 
pathological laboratories. 

A garage in the basement accommodating 
seventy cars will be for the use of tenants 
of the building. 

Ownership and operation of the new struc 
ture will be vested in a subsidiary corpora’ 
tion controlled by the bank and outside 
capital will be employed in its construction. 





A Substitute for the Bonus 


Why the Union Trust Company’s “Go-Getter” Plan Is a Better 
Plan to Build Up Employe Loyalty and Effort 


By ALLARD SMITH 
Executive vice-president Union Trust Company, Cleveland 


out of the war period with a 

bonus system in operation. Now 
we may have spoken then about this 
bonus system as a method of reward- 
ing faithful workers, or as an incentive 
toward employe loyalty and good-will 
in the organization. But the actual 
facts are, that the real reason for in- 
augurating a bonus was that, in those 
days, help was scarce and a bonus was 
paid in an effort to try to retain 
present employes and to attract new 
ones. 

That period presented a rare and 
quite temporary situation, and it 
passed rapidly, leaving the bonus sys- 
tem in effect. That raised the question 
immediately as to whether a bonus 
system was really justifiable as a per- 
manent proposition—that is, whether 
it actually was a workable plan for 
building up employe morale and 
loyalty. 

We came to the conclusion that the 
bonus plan was not justified, nor was 
it wise, as a permanent proposition, 
for a number of reasons. 


Le many other banks, ours came 


NO SPECIAL REWARD 


First, the bonus plan provides no 
special reward for special effort. All 
employes who had remained in the 
bank for a certain period of time, re- 
ceived a bonus. They got that bonus 
whether they had done their jobs ex- 
ceptionally well, or had simply per- 
formed them in a routine way. They 
got that bonus whether they had tried 
to get new accounts for the bank 
outside of banking hours, or whether 


Extracts from an address delivered before 
the Association of Reserve City Bankers. 


they had not. As long as a man kept 
his job, he received his bonus. So, 
although it is true that the bonus 
plan tended to keep employes in the 
service, at least, until after the bonus 
payment’ date, it seemed extremely 
doubtful whether this plan actually 
stimulated the employes toward making 
extra efforts along the line of increas- 


ALLARD SMITH 


ing their efficiency or getting new busi- 
ness for the bank. 

Second, the very idea of a bonus is 
based upon the assumption that the 
volume and the earnings of a business 
are fluctuating from year to year. 
Thus, in a manufacturing business, 
where this is often true, employes in 
an especially good year might partici- 
pate in extra profits of the company 
in the form of a bonus—but in poor 
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years they might not receive any bonus 
and, indeed, a great many of them 
might be laid off. This is not at all the 
situation found in banking. Bank em- 
ployment and bank earnings are quite 
stable, by comparison with other busi- 
nesses. It seemed more logical to us, 
therefore, to give an employe whatever 
compensation he was worth in the 
form of regular monthly salary, instead 
of arbitrarily calling part of his salary 
a bonus, and giving it to him in the 
form of an additional check once a 
year. 

So the bonus was discontinued. But 
the idea of some form of extra reward 
of merit for good work by employes, 
remained both in the minds of the 
employes themselves and in the minds 
of the bank management. 


The plan which was first adopted 
with this respect was based on the 
idea of an annual sales contest. Six 
weeks out of the year were arbitrarily 
set aside for this purpose, rules were 
drawn, and a point system determined 
upon. Checks were given to employes 
securing new business during this period 
in proportion to the number of points 
scored. 

This plan brought in a great deal of 
new business, but it developed objec- 
tionable features, and much of the 
new business was of doubtful value. 

It soon developed that all the banks 
in Cleveland began to adopt the same 
system, with the result that there was 
scarcely one month in the year during 
which people were not being constantly 
annoyed by employes of one bank or 


“The real reason for inaugurating the bonus was that help was 
scarce and a bonus payment was necessary in an effort to retain 
present employes and to attract new ones.” 


In considering what form such extra 
reward might take, we realized that 
the nature of competition between 
banks had also assumed a somewhat 
different aspect. We certainly were 
no longer competing for employes, as 
we had been during the bonus days. 
On the other hand, we were most em- 
phatically competing for new business 
of every description. It seemed iogical, 
therefore, that if we were to give some 
extra reward to employes for extra 
efforts of some nature, this reward 
should be based on the idea of selling 
the bank. We felt that it was not 
enough for employes merely to have 
the spirit of loyalty toward the organi- 
zation, and to perform their work 
conscientiously. They should be im- 
bued with the selling idea, and be pro- 
ductive of new business for the bank. 
Consequently we endeavored to set up 
some system whereby employes could 
be rewarded for securing desirable new 
accounts. 


another, soliciting them for accounts 
upon a personal basis. Besides annoy- 
ing prospects, this system built up a 
false sales appeal. The prospect was 
asked to open an account, not because 
the Union Trust was a good bank, but 
because it would give John Jones two 
more points in the contest. 

Furthermore, a great many of the 
accounts thus secured proved to be 
temporary, or at best transient, and 
although a fair share of the business 
remained on the books as the months 
went by, too much of it disappeared. 
It naturally disappeared because it 
was neither secured nor solicited upon 
a sound basis. 

I think the worst feature of this 
plan, however, was the fact that it 
gave our employes the impression that 
they ought to be aggressively sales 
minded only during a certain period 
of the year—namely, while the contest 
was on—but during the rest of the 
year they could sit back and go 
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through the routine of their jobs, with- 
out trying to get new accounts for 
the bank. 

We then gave much time and 
thought in an endeavor to devise some 
method whereby our employes could 
be persuaded to be sales-minded all of 
the time, and feel that it was part and 
parcel of their regular jobs to sell the 
bank, in and out of banking hours, to 
everybody with whom they came in 
contact. The bank was willing to give 
some special reward in money to em- 
ployes who brought in new business, 
but decided that this reward should be 
based upon a steady year-around effort 
upon the part of the employe, and not 
upon a spasmodic, once-a-year sales 
campaign. 

The conclusion of this endeavor was 
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counts in our internal house organ, 
The Teller, under the heading “The 
Honor Roll.” 

In addition to such publication, our 
officers follow closely the records of 
the employes securing new accounts 
under this plan, and make it a point 
to talk to them personally and compli- 
ment them upon their good work. 

Records of new accounts thus 
secured are kept on an annual basis, 
and, at the end of each contest year, 
checks are given to each employe, in 
proportion to the amount of business 
thus secured, who shall have proved 
himself or herself to be a Go-Getter. 

The rules under which the Go 
Getters system is conducted, are pub- 
lished in the house organ at the be- 
ginning of each year. 


“Records of new accounts secured are kept on an annual basis, 
and at the end of each contest year, checks are given to each 
employe, in proportion to the amount of business secured.” 


a very practical and sensible system 
which is now in operation at the Union 
Trust Company, and which is called 
our Go-Getters plan. 


GO-GETTERS PLAN 


This is a continuous, effective, all- 
the-year-round sales contest, open to all 
employes, but it does not include any 
oficers or department heads. 

Although cash rewards are given to 
employes securing new business under 
this Go-Getters plan, the principal 
feature of the plan is the fact that it 
gives official recognition to employes 
who are sales‘minded, and holds them 
up to the attention of other employes, 
and to the attention of the officers of 
the bank, as examples of employes who 
are doing more for the institution than 
merely holding down their jobs. 

This recognition is accomplished 
through the regular publication of the 
names of employes thus securing ac- 


MECHANICS OF THE PLAN 


All employes are supplied with blank 
introduction cards which they may give 
to their prospects. A prospect opening 
an account gives the card to the new 
account teller, who sees that it is sent 
to the business extension department. 
This department, therefore, acts as a 
clearing house for all Go-Getter ac- 
counts, determining just what credit 
the employe should receive for the 
account, and if two employes are in- 
volved in the same account, determin- 
ing which one should receive credit 
for it, or possibly splitting the credit 
between them. Credit for new accounts 
is figured on a sliding scale, which 
makes allowance both for number and 
size of accounts. 

Employes are given complete free- 
dom in their solicitation of accounts, 
except with regard to solicitation of 
commercial business. In the case of a 
prospect for a commercial account, we 
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insist that our business extension de- 
partment must check up on the account 
with our credit department, in advance, 
before it is solicited. 

This is just a brief and sketchy out- 
line of our Go-Getters plan. Just 
bear in mind that it is not a bonus 
plan, it is not a periodic new account 
campaign plan, it is a perpetual sales 
contest open to all employes except 
officers, reckoned on an annual basis, 
with compensation to employes, in the 
form of both cash and personal recogni- 
tion by officers. 

We have tried this plan out for a 
number of years and we know that it 
works. You know the old proverb 
about the proof of the pudding. Well, 
during the last several years our Go- 
Getters plan has netted the bank each 
year about 6500 accounts, with average 
initial deposits of over $2,000,000. 
An analysis over a five-year period 
shows that the Go-Getters during that 
time secured 28,300 bona fide new ac- 
counts, all of which were still active 


ninety days after opening, with aver- 
age balance of $332.91, and a most 
significant feature of this analysis was 
the fact that the actual cost to the bank 
averaged but 79 cents per account. 


CENTRAL HANOVER COIN 
ROOMS DESCRIBED 


A RECENT issue of the Jersey Journal, Jer- 
sey City, N. J., contained a Consolidated 
Press dispatch describing the coin rooms of 
the New York financial district as follows: 


“Of the many interesting places in the 
financial district, the coin rooms of some 
of the leading institutions are always worth 
noting, not so much for their actual transac- 
tions as for what such dealings mean to 
every day life. 

“Throughout the length and breadth of 
this country nickel telephones are familiar, 
but the automat, a luncheon place where the 
prospective diner drops a number of nickels 
into a slot machine according to the meal 
desired, has not yet become nation-wide. 
Now New York City believes in making its 
nickels work—using the same set of nickels 
several times or many times in a day just 
to keep the United States Mint from being 
so busy making nickels that it would not 
have time to make a few other coins. 


“The coin room of the Central Hanover 
Bank & Trust Company, for instance, handles 
as many as 16,908,488 coins a month for 
the New York Telephone Company. The 
weight of such coins approximates 90 tons 
and the value exceeds a sixth of the yearly 
production of silver in Utah, one of the 
great silver states. 

“These coins are collected from the tele- 
phone booths daily, sorted and counted at 
the coin room, and most of them then are 
transported to the Horn and Hardart auto- 
mats in time for duty the following morn- 
ing. The outgoing shipments to the auto- 
mats amount to 12,388,000 coins a month. 
The coin room ships more than 4,200,000 
coins a month to Central Hanover branch 
offices. 

“In addition to the telephone and auto- 
mat accounts, the Central Hanover coin 
room handles many church collections. The 
day after Easter Monday this coin room 
handled eight bushel baskets filled with bills 
of all denominations as well as a fortune 
in silver. The equipment for such a room 
includes automatic sorting, counting, rolling 
and wrapping machines.” 


WISCONSIN BANKSHARES TO 
GIVE RADIO PROGRAMS 


A sERIES of radio programs sponsored by 
the Wisconsin Bankshares Corporation, Mil- 
waukee, over station WTMJ of that city be- 
gan August 20, according to Edward A. 
Bacon, vice-president. The American Legion 
Band of Electric Post No. 228, Milwaukee, 
features the programs and other special 
musical attractions are being planned. Ar- 
rangements are also being made for a num 
ber of prominent guest speakers to give in- 
formal talks. The American Legion Band 
was the winner of the national competition 
with 169 American Legion bands at the an- 
nual convention of the organization last fall. 


NEW YORK SAVINGS BANKERS 
TO MEET IN QUEBEC 


Savincs bankers from New York State will 
meet the latter part of this month at the 
Chateau Frontenac, Quebec, at the thirty: 
seventh annual meeting of the Savings Banks 
Association of the State of New York. Con- 
vention dates are September 24, 25 and 26, 
and a boat trip up the Saguenay River will 
follow the convention proper. 

Special trains will be run from New York 
City and Buffalo to Quebec and return and 
reservations for these and for hotel accom: 
modations are being made through the asso- 
ciation. The program will include discus 
sion of problems of current interest to sav’ 
ings bankers, and there will be, in addition, 
several sightseeing trips and other entertain: 
ment features. 





Canadian Banking Is Not Utopia 


A Canadian “Branch Banker” Points Out That Banking Has Its 
Drawbacks — Even in Canada 


By JaAMEs H. SIMPsoN 


in the United States is full of ref- 

erences to Canada. And all of it 
that I have read, has been “honorable 
mention,” ranging, indeed, from mildly 
favorable comments to fulsomely pan- 
egyrical encomiums (there’s a phrase!). 
I myself have taken a hand in the 
business. 

And it is, naturally, agreeable read- 
ing to a Canadian and perhaps has 
tended to make us a trifle self-satisfied. 
Wherefore it occurred to me that it 
might be good for our souls and at the 
same time afford some human satisfac- 
tion to American bankers were it 


Ts current literature of banking 


spots on this leopard are not ‘rubbable 
out.” I am, in short, a branch man. 

With which proviso let’s look at a 
few of the not-so-good features of the 
banking system of Our Lady of the 
Snows, as Canada used to be called be- 
fore she became self-conscious. Merely, 
you understand, from the routine stand- 
point of a professional banker. 

First, there’s the Bank Act itself. 
Now the Canadian Bank Acct is still an 
almost perfect thing, framed in the days 
when politicians were statesmen. But 
their very statesmanship led them into 
framing the act with the seemingly rea- 
sonable proviso that it be brought up 


“There has never been an unwritten understanding in Canada, 
as there is in this country, that a certain proportion of moneys 


loaned should remain on deposit. 


The Canadian borrower, operat- 


ing on a line of credit, only puts through notes when his current 
account needs funds, and it is only recently that the banks have 
been endeavoring to maintain even a 5 per cent. deposit offset.” 


pointed out that Canada is not exactly 
Utopia, caged in, so to speak. 

Life is not all beer and skittles in 
Canada, although I honestly think that 
the Canadian banker enjoys as many of 
these commodities as his American con- 
frere does—more, no doubt, of the 


former! Everything I say, I suppose, 
will be used against me—as an English 
policeman warns his captive before he 
has time to confess—but I am not go 
ing to admit that our branch system is 
not, for Canada at least, incomparably 
better than a unit system. I think it 
is. [| may not have been born a branch 
banker but I have become one and, as 
a small friend of mine would put it, the 


for revision every ten years. And 
every ten years (barring a short lapse 
during the war) it is brought up and 
looked at on all sides. “Viewed with 
alarm,” as the saying is. The last time 
was in 1923, when one of our national 
anthems, “The Banks Are Too Tight,” 
was sung in mighty chorus in the House 
of Commons at Ottawa, basso pro- 
fundo on the part of the farmer mem- 
bers. Had it not, in due season, been 
rescued by a House Committee the poor 
Act might have been torn limb from 
limb. 

As it was, the only thing in the 1923 
revision which annoyed us (the pro- 
fessional bankers) very much was the 
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— UST service in its largest sense is the principal 
business of Old Colony Trust Company. It is 
today New England’s largest and best equipped 
Corporate Fiduciary, The broadened scope of its 
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National Bank of Boston is shown by the large 
amount of business handled, 


Executor andTrustee . . . $335,000,000 
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injection of Paragraph 4 into Section 
91. Paragraph 4 reads as follows: 


“No bank shall directly or indirectly 
charge or receive any sum whatsoever for 
the keeping of any account unless such 
charge is made by express agreement be- 
tween the bank and the customer.” 


True, there were other injections, 
such as the amendment of Section 153, 
wherein it is now stipulated that any 
oficer or any director of a bank who 
is in any way connected with a false 
return of that bank’s condition, made 
to the government or to the people, is 
liable to imprisonment for five years, 
without the option of a fine. This 
comes as a result of Canada’s one and 
only bank failure since the war, the 
directors of the little institution in ques- 
tion having apparently been under the 
impression that their only duty was to 
draw their fees. 

This section, I grant you, may bother 
the directors, but it doesn’t bother me. 
And somehow or other I can’t work up 
any great deal of sympathy over the 
sad plight of bank directors, in Canada 
at least. My sympathy, at present 
largely concentrated on myself, will 
have to expand considerably before it 
takes in such an opulent class. 


WHAT IS CORRUPT? 


Section 131b, it is true, comes closer 
to me as a practicing banker. It pro- 
vides for a fine of $2500 or imprison- 
ment for two years, with or without 
hard labor, as a penalty to anyone who 


“corruptly accepts any gift or 
consideration as an inducement or reward 
for doing or forbearing to do, or for hav- 
ing done or forborne to do, anv act relating 
to the bank’s business or affairs, or for 
showing or forbearing to show favor or dis- 
favor to any person with relation to the 
bank’s business or affairs.” 


Now that’s pretty steep. 
the present time, a gold pencil given to 
me by a grateful customer, and for the 
life of me I don’t know whether I ob- 


I have, at 


tained it “corruptly” or not. It’s a 
nasty word, “corrupt.” I don’t see why 


they couldn't have used something 
milder, such as “dishonest.” “Corrupt,” 
my dictionary tells me, means “changed 
from a sound to a putrid state; spoiled; 
tainted. Changed from a state of in- 
tegrity, purity, ‘truth, etc., to a worse 
state. Depraved; debased; perverted.” 

I gaze at my pencil and ponder. 
Did I show favor to, did I forbear too 
much with, that customer? I shouldn't 
wonder. It seems to me that I'm show- 
ing favor to people all the time, but 
perhaps I'm wrong. Perhaps it’s only 
“giving service.” Anyway, it’s a good 
thing they don’t shower me with gold 
pencils, else I would perhaps find my- 
self in durance vile. 

But I come back to Section 91 (4). 


SERVICE CHARGES IN CANADA 


In 1923 the Canadian banks were 
just becoming “service-charge conscious.” 
Hesitatingly and apologetically they 
were beginning to charge small fees, 
often as small as twenty-five cents a 
month, for keeping worthless accounts. 
Now it must be remembered that the 
service-charge situation in Canada is 
worse than in the United States, for 
the reason that, many years ago, the 
banks unwisely started to allow checks 
to be issued against savings accounts, 
and you perceive that it is hardly 
equitable to charge a man fifty cents 
(or even twenty-five cents) for a fifty- 
dollar current account when his neigh- 
bor is permitted to check against an 
interest-bearing savings account of, per- 
haps, no larger proportions. 

Another point is that there has never 
been an unwritten understanding in - 
Canada, as there is in this country, 
that a certain proportion of moneys 
loaned should remain on deposit. The 
rule of 10 per cent. The Canadian 
borrower, however, operating on a line 
of credit, only puts through notes when 
his current account needs funds, and it 
is only recently that the banks have 
been endeavoring to maintain even a 
5 per cent. deposit offset. 

So it will be seen that the theory of 
“adequate balances” is sadly under- 
applied in Canada, and the general 
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TELEPHONE incomeis based 
primarily on sales of small 
units of service—each one 
made to order—and 65,000,- 
000 orders are handled a day. 

These sales are going on 
continuously, so that the plant 
is never idle. 

In the aggregate, net earn- 
ings of the Bell System, made 
up of littleincrements, amount 
to more than four times inter- 
est charges. Telephone reve- 
nues grow as the use of the 
telephone grows. 

One reason for increased 


sales a day 


use of the telephone is that the 
Bell System has consistently 
applied largesums to broaden- 
ing the service. During the 
next five years more than 
$2,000,000,000 will be de- 
voted to construction and im- 
provements, anticipating and 
encouraging still greater use. 

In the Bell System far- 
sighted management goes 
shoulder-to-shoulder with 
conservative financial policy. 

May we send you a copy of 
our booklet, ‘‘Bell Telephone 
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public do not understand it. Naturally, 
they do not want to understand it. 

As regards this service charge, it 
seems obvious that a bank can only 
charge a customer once without his 
either consenting to the charge or 
closing his account as a protest. In 
other words, the agreement which he 
signs is only of value to a customer to 
the extent that it is an earlier warning 
than the first charge-slip would be. And 
for this purpose there are probably 
200,000 or more of the forms all signed, 
docketed and recorded in the 3800 
Canadian branch banks. 


THE STAMP TAX 
Another minor nuisance in Canada, 


which has its basis in the same undue 
consideration for the small depositor, is 


“The Canadian banker’s greatest bane is competition. 


instead of waiving it but that, 
| suppose, would have been class legis- 
lation. It seems a pity. 

All these things, however, are pin- 
pricks compared with Section 88. This 
famous section of the Canadian Bank 
Act is feared by all Canadian bankers. 
| was going to say “known and feared” 
but that would be wrong; it isn’t 
known. When a Canadian banker 
thoroughly understands Section 88 he 
is made an inspector or something of 
the sort; he is no ordinary person. 

To begin to understand it you have 
to start with Section 76 (2) c.: 


“Except as authorized by this Act, the 
bank shall not, either directly or indirectly, 
lend money or make advances upon the se- 
curity, mortgage, or hypothecation of any 
lands, tenements or immoveable property, or 
of any ships or other vessels, or upon the 


There 


are so many branches, especially in the cities, that the scramble 


for deposits is terrific.” 


the stamp-tax exemption on checks of 
$10 and under. True, the stamp tax 
is a gloriously simple thing now com- 
pared with what it used to be. Until 
a few years ago the tax was two cents 
for every $50, maximum tax $2, and 
every bookkeeper in the banks was 
turned automatically into a government 
tax collector, with a fine plastered on 
his head, or at least on the head of his 
bank, if he either paid a check with in- 
sufficient stampage, or forgot to cancel 
the stamps. This tax, naturally, was 
too heavy to last, and now it is re- 
duced to two cents flat on all checks 
except those of $10 and under. You 
can just imagine how this condition has 
tended to improve the  small-check 
nuisance! 

I have seen people come in and, with 
a barefaced disregard for the bank’s 
stationery, present two ten-dollar with- 
drawal slips instead of one twenty. 
Now if the government had only seen 
ht to double the tax on small checks 


security of any goods, wares and merchan- 
dise.” 


Subsequent sections define the cir- 
cumstances under which a bank may 
take mortgage and warehouse-receipt 
security, and when we come to Section 
88 we learn how it may take security 
in the form of a lien on goods while 
said goods are still in the borrower's 
possession. And there, as Shakespeare 
might have put it, is the rub. When 
is security not security? When it is 
in the borrower's possession. 


THE FAMOUS “SECTION 88” 


The Canadian head offices all issue 
voluminous loose-leaf instruction books 
to their branches. These books are 
invaluable; in fact to a Canadian 
banker they are what the Koran is to 
the Mohammedan, what the Eighteenth 
Amendment is to a Prohibitionist, what 
Robbie Burns’s poems are to a Scot. 
In these books nothing is so thoroughly 
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service. 
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tive, Todd special design checks advertise 
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paper—the first paper ever created ex- 
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colors. Their cost is moderate. 
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covered as Section 88. My own head 
ofice instructions binder devotes no 
less than twenty-seven pages to it. 

So it will be seen that the technicali- 
ties of Section 88 security are numer- 
ous. The first thing to remember is 
that Section 88 security cannot legally 
be taken from all and sundry. A 
merchant, for instance, must be a 
wholesaler, not a retailer, and in these 
days it is sometimes hard to tell the 
difference. A farmer may pledge the 
threshed grain grown on his farm but 
not his threshing outfit. No fixed 
assets may be pledged under the sec- 
tion. The last revision of the Bank 
Act added the requirement that a 
“Notice of Intention to Borrow under 
Section 88” be filed at the respective 
Record Offices so that the banks would 
not have a “hidden lien.” This, of 
course, is for the protection of outside 
creditors. 

Before making a loan under the 
section a banker must be satisfied on 
the following points: (1) That the 
merchandise is legally assignable. (2) 
That the customer may be trusted with 
it in his possession. (3) That there is 
sufhcient margin and sufficient insur- 
ance. (4) That the merchandise is 
readily capable of inspection—by the 
banker. (5) That, the borrower being 
a corporation, such corporation has 
power to pledge. For in Canada it is 
necessary to obtain and peruse the by- 
laws and articles of incorporation of 
all incorporated companies before ex- 
tending credit. And (6) That, if the 
borrower, being a corporation, has a 
bond issue outstanding, such issue, by 
the terms of the trust deed (you've 
got to get that too) does not contain 
any floating charge on the quick assets. 

Being satisfied on all these points, 
the banker then has to prepare, and 
have signed, no less than eight different 
forms, obscurely titled—respectively— 
Notice of Intention; Promise; Contract; 
Substitution Agreement; Assignment of 
Goods: Declaration of Value; General 
Assignment of Accounts, and—last but 
not lcast—the note. I should say the 
notes, because sometimes there are 


dozens of them in the same account, all 
payable on -demand. 

I haven't the space to enlarge 
further, but my point is that with all 
this work the security remains outside 
the bank’s control—it’s only the shadow 
of a security—and in the last analysis 
any slip-up, such as an incorrect de- 
scription on one of the forms, leaves 
you without a leg to stand on if it 
comes to a law-suit. Of course, any 
security is better than none, so the 
banks all use Section 88, in fact there 
are probably far more loans—and in far 
larger amount—under this section than 
under Section 86, the warehouse-re- 
ceipt section. But Canadian bankers 
feel very chary about lending under 
the section to anyone whose character 
and history would not warrant un- 
secured advances. 


THE PROBLEM OF COMPETITION 


Leaving the Bank Act, we find that 
the Canadian banker’s greatest bane is 
competition. There are so many 
branches, especially in the cities, that 
the scramble for deposits is terrific. 

And yet the defamers of the Bank 
Act, when it last came up for revision 
in 1923, were loud in their statemenfs 
that there weren’t enough banks. They 
admitted that there were enough 
branches, but held that a bare dozen 
banks was a dangerously small number, 
detrimental to competition. The men 
in the banks smiled wryly when they 
read of this talk in the House. As 
a matter of fact there are few towns 
of 1000 or so population which do 
not possess three branch banks, with 
three branch managers, unlimited funds 
behind them—no finance worries— 
nothing to do but serve the community. 
A place has to be positively a hamlet, 
sans water, sans light, sans sidewalks, 
sans nearly everything, to have only 
one bank. Competition! If the coun- 
try had only two banks, with the exist- 
ing number of branches, or even less, 
it would still enioy more than a sufh- 
ciency of the benefits which accrue 
from competition. 
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In the cities there is a branch at 
every second corner. The average 
Canadian doesn’t have to go any 
farther to conduct his banking than to 
purchase his tobacco. In the country, 
particularly in the West, there is, as 
I have said, at least one bank in every 
village, a bank prepared if necessary 
to carry the grain-grower through 
periods of bad crops in a way which 
the unit banks of the American West 
simply could not afford to do. And 
still the Western farmer growls of tight 
money and thinks that he would do 
better with a system of local banks. 
He privately—and sometimes publicly 

reviles the long-suffering branch man- 
ager as a myrmidon of “that capitalistic 
gang back in Montreal and Toronto.” 

And every ten years, when the Bank 
Act is revised, the demagogues, votes in 
mind, rend us tooth and nail. Every- 
thing is wrong; nothing is right. And 
who says a word in our defense? Well, 
perhaps a general manager or two goes 
to Ottawa and in a dignified way states 
our case to the Committee on Revision 


of the Act, but there is little public 
rebuttal of the demagogues’ specious 


arguments. The Canadian banker has 
little to say in his own defense for the 
Canadian banker is a_ silent man, 
trained to “lend every man his ear but 
few his tongue.” 

You would think, wouldn't you, 
that Canadians would be proud of their 
hanks? Proud of the fact that of the 
seventeen largest banks in the English- 
speaking world three are in their com- 
paratively little country of nine or ten 
million people. You would think that 
the average Canadian would deem it 
a privilege to be able to open an ac 
count with them, wouldn’t vou? 

You wouldn't? You're right. 


FIFTH THIRD TAKES OVER 
DEFUNCT BANK 


Tue Fifth Third Union Trust Company of 
Cincinnati, Ohio, has purchssed the Cosmo- 
politan Bank and Trust Company of the 
same city, which closed on June 10, thus 
guaranteeing depositors of the defunct insti- 
tution 82.81 per cent. of their deposits, and 
perhaps more. 


All branches of the closed bank were 
opened under the Fifth Third ownership 
August 11, and on that date depositors of 
the Cosmopolitan had 80 per cent. of their 
deposits credited to them. To this is to be 
added the proportionate share of $250,000 
which was paid for the good-will of the 
closed bank, thus adding 2.81 per cent. and 
making up a total of 82.81 cents on the 
dollar. If a careful liquidation of all assets 
produces more than this amount, it is to go, 
too, to the depositors. 

Purchase of the closed bank by the Fifth 
Third releases a ‘large amount of money 
which otherwise would have been tied up 
indefinitely while the affairs of the closed 
bank were being straightened out. 


NEW BANK OPENS; IS MEMBER 
NORTHWEST BANCOR- 
PORATION 


TueE First National Bank and Trust Com- 
pany, Chamberlain, S$. D., opened for busi- 
ness last month with capital of $25,000, sur- 
plus of $10,000 and undivided profits of 
$2500. It has become a member of the 
Northwest Bancorporation, of Minneapolis. 
R. E. Montgomery, who has long been con’ 
nected with the State Banking Department 
of South Dakota, is cashier. 

The Redfield National Bank, Redfield, 
S. D., has also become a member of the 
Northwest Bancorporation, which now has 
nineteen affiliates in South Dakota. 


NEW DIRECTOR 


Ernest B. Tracy, president United States 
and Foreign Securities Corporation, has been 
elected a director of the Empire Trust Com- 
pany of New York. 


NEW PRESIDENT FOR HARRIS, 
FORBES & CO. 


W. Eucene McGrecor has been elected 
president of Harris, Forbes & Co., Boston, 
investment banking house, to succeed John 
R. Macomber, who becomes chairman of the 
board. Henry B. Rising, who has been with 
the firm since 1912, becomes treasurer, and 
Albert H. Peck, who has been associated 
with, the company since 1888, retires as a 
senior vice-president. 

Mr. McGregor has been with the company 
since 1904. He is a director in a number 
of financial and commercial companies, 
among which are the National Shawmut 
Bank of Boston, the Shawmut Corporation, 
and the Chase Securities Corporation of New 
York. He became a member of the board of 
the Chase Securities Corporation a few 
weeks ago, when the Harris, Forbes compa’ 
nies were consolidated with the securities 


affiliate of the Chase National Bank. 





Sixty Years in One Bank 


By C. B. BaILey 


firm! To be celebrating sixty years 

in the banking business is no small 
honor, but to have spent sixty active 
years in the banking business with the 
same firm is an even more noteworthy 
record. 

When prominent business men of Salt 
Lake City, Utah, are asked who the 
oldest banker in the city is, they refer 
to Louis Henderson Farnsworth, chair- 
man of the board of directors of the 
Walker Brothers Bankers. Mr. Farns- 
worth, whose colorful career has been 
lived entirely in the state of his birth, 
may be found sitting at his desk in the 
Walker bank conducting his business as 
eficiently as he did twenty years ago. 

Mr. Farnsworth recently celebrated his 
sixtieth year with the Walker Brothers 
Bankers—sixty years of hard work and 
diligent effort which would set a splendid 
example for any modern ambitious youth. 

In 1859, in one of the pioneer cabins 
of Provo City, Utah, Louis Henderson 
Farnsworth, who seventy-one years later 
was to be named in the “Who's Who of 
America,” was born. When still a lad 
his parents moved to Salt Lake City 
where Louis secured a job as cash boy 
for the Walker Brothers department 
store. At that time the bank and the 
store were operated under the same 
management in a building between First 
and Second South streets. 

So efficient was this youngster as a 
cash boy for the store, that the bank se- 
cured him as a messenger. From then 
on Louis Henderson Farnsworth climbed 
up the ladder of success along with the 
oldest bank between the Missouri River 
and the Pacific Coast. As the bank con- 
tinued to grow in its volume of business 
and its widening interests, this young 
man climbed also. From bank messenger 
he became assistant bookkeeper. He 
served in this capacity for some time and 
his next step was to head the bookkeep- 
ing department with increased respon- 


sibilities, 


Sie years with the same banking 


Mr. Farnsworth served successively as 
teller of the Walker Bank, assistant 
cashier, cashier, and vice-president. On 
the death of the late M. H. Walker over 
ten years ago, Mr. Farnsworth succeeded 
to the presidency of this oldest western 
bank. He became chairman of the board 
in 1920. 

In addition to his prominence as a 
banker, Mr. Farnsworth has been active 


L. H. FARNsworRTH 


Of Walker Brothers Bankers, 
Lake City, Utah. 


Salt 


in civic and business affairs of his city. 
He is vice-president and treasurer of the 
Independent Coal and Coke Company, 
a director of the M. H. Walker Realty 
Company, director of the Utah Power 
and Light Company, of the Salt Lake 
City branch of the Federal Reserve Bank, 
Land Bank of Salt Lake City, and of the 
Amalgamated Sugar Company. During 
the war he was chairman of the State 
Council of the Defense and directed the 
mobilization of civilian activities in war 
work. He is a member of the Rotary 
Club of his city, of the Chamber of 
Commerce, Alta, University and Coun- 
try clubs. 

Mr. Farnsworth was one of the lead- 
ers in securing the Salt Lake branch of 
the Federal Reserve bank for that city. 
Since the establishment he has served 
as a director and member of its execu- 
tive committee. 


331 





A Milestone in Commercial Banking 


Loans Secured by Stocks and Bonds Exceed “All Others” for 
First Time in History 


By Frep B. BaRRows 
Statistician Rhode Island Hospital Trust Company, Providence, R. I. 


MILESTONE in the history of 
Aeznnersi banking in the United 
States was recently passed when 

the reporting member banks of the coun- 
try revealed in their weekly statements 
that loans secured by stocks and bonds 
exceeded “all other” (largely commer- 
cial) loans. For several years the trend 
of loans on securities has been rising at 
a much more rapid rate than that of 
loans made direct to industry and com- 


BILLIONS 


merce, but many months more might 
have elapsed before the two curves 
crossed. had not the depression in busi- 
ness resulted in a heavy liquidation of 
commercial loans. This sharp decline in 
business loans in the last six months, co- 
inciding as it did with the renewed ad- 
vance in loans on securities, was sufficient 
to place the latter above the strictly 
commercial loans for the first time in 
history. The course of the two groups 


SOURCE: WEEKLY STATEMENTS OF BILLIONS 


REPORTING MEMBER BANKS OF U.S. 


STATISTICAL DEPT 
R.1|. HOSP. TR. CO. 


A milestone in commercial banking was passed when loans on securities exceeded 
those to industry and commerce. 





THE BANKERS MAGAZINE 


of loans on a weekly basis since 1927 
is shown graphically on the accompany- 
ing chart. 

That this crossing of the curves is not 
a freak occurrence is indicated by the fact 
that the converging trends date from 
1922. In the spring of that year loans of 
reporting member banks on securities 
were less than one-half as large as those 
extended to the business and commercial 
enterprises of the country. Five years 
later they were more than two-thirds as 
large, and now after a lapse of eight 
years they exceed the so-called “all 
other” loans. Persistence of such trends 
over a term of years raises the presump- 
tion that a fundamental change is oc- 
curring in the character of commercial 
banking. Some of the underlying causes 
of this metamorphosis may be briefly 
mentioned. 

Since 1921 business corporations have 
secured capital for the expansion of plant 
and working assets through the sale of 
securities. In the easy money periods of 
1924 and 1927 they floated bonds. Dur- 


ing the craze for equities in 1928 and 


1929 they sold stocks. ‘Thus amply 
financed, they have not found it neces- 
sary to look to commercial banks for 
seasonal loans to the same extent as 
formerly. Purchasers of their securities, 
however, have had to rely upon banks 
for a portion of their buying funds, and 
have pledged the stocks and bonds as 
collateral. Corporations continue, there- 
fore, to obtain part of their working 
capital from the banks, but via secured 
loans to the owners of their securities 
rather than by direct unsecured loans. 

Another movement that has affected 
the growth of commercial loans has been 
the rapid increase in the use of bankers’ 
acceptances. In the three years ended 
December 31, 1929, outstanding accep- 
tances increased nearly a billion dollars, 
and since on the average about half of 
all acceptances have been purchased by 
the Federal Reserve banks either for their 
Own account or for their foreign corres- 
pondents, it is seen that a large potential 
demand for bank loans has been elim: 
inated. 

The importance of the growing partici- 


pation of the general public in the stock 
market in bringing about a steady ex- 
pansion in brokers’ loans, and in loans 
on securities by commercial banks, does 
not need elaboration. While this factor 
has been steadily increasing the demand 
for secured loans, the other two factors 
mentioned above have been just as 
steadily reducing the demand for com- 
mercial loans. Although the next swing 
in the business cycle will probably tem- 
porarily reverse the position of the two 
groups of loans, it seems extremely un- 
likely that the former relationship where 
commercial loans far exceeded secured 
loans will ever be permanently re-estab- 


lished. 


TRANSAMERICA’S HOLDINGS 


TRANSAMERICA Corporation, the world’s 
largest bank holding company, in a compre- 
hensive statement to its 185,000 stockholders, 
recently disclosed its ramified financial, com- 
mercial and industrial holdings in the United 
States and abroad, with a balance sheet and 
consolidated income account covering the 
1929 operations of its associated institutions. 

Since January 1 of this year, it was shown, 
Transamerica and subsidiaries have increased 
their stock ownership in the Bank of 
America N. A., New York, and in Banc- 
america-Blair Corporation from 50.9 per 
cent. to 59.35 per cent., acquired 100 per 
cent. control of the Occidental Life Insur- 
ance Company, purchased a_ substantial, 
though minority, interest in General Foods 
Corporation, taken over control of the First 
National Bank of Portland, Ore., and ob- 
tained, by interchange of shares, an im- 
portant minority interest in Union des Mines, 
one of the outstanding commercial banks of 
France. 

Of consolidated net profits of $67,316,000 
for 1929, representing approximately $3 per 
share on the stock in the hands of the public 
on December 31, about one dollar came 
from interest, dividends and other current 
resources and two dollars from profits on 
underwriting, sales of securities, etc. There 
were outstanding on June 30 approximately 
— shares of the par value of $25 
each. 


Manager (at midnight, end of the month): 
Well, my lad, and how do you like being 
in a bank? 

Junior Clerk: It’s not a bank, sir, it’s 
a beastly nigh. club—i3ark Horse (Lloyd's 
Bank). 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: What is the general 
practice with respect to handling 
of reserve for bad debts? In putting 
the statement on form should the re- 
serve be deducted or set up as a lia’ 


bility? tLe 
ANSWER: We believe that the best 


procedure is to deduct a reserve for bad 
debts from the item of receivables and 
carry the amount as net on the com- 
parison form. In handling the reserve 
this way the liabilities are not inflated 
as would be the case if the reserve were 
set up on the liabilities side. In the 
majority of instances, reserves pro- 
vided for bad debts were probably 
deemed necessary at the time they were 
established and if that is the case and 
a reserve for bad debts was carried in 
the same manner as reserve for de- 
preciation the comparison form would 
not reflect the probable true current 
position of the company. It would 
seem that deducting the reserve from 
the receivables makes possible a more 
nearly correct showing of the actual 
current asset position of the company. 
In cases where the company has both 
notes receivable and accounts receivable 
and only one reserve for bad debts we 
have made it a practice to deduct the 
reserve from the larger item. In cases 
where such reserves are deducted the 
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proper notation is made on the com 
parison form. 


QUESTION: Very often in taking 
on new accounts and in considering 
lines of credit the matter of balances 
seems to take a vital part in the dis 
cussion. What consideration do you 
believe should be given balances? That 
is, what weight do you believe should 
be attached to this point? F. L. B. 


ANSWER: Every banker is anxious 
to see deposits increase and to bend 
every effort to keep them from de- 
creasing. He looks for a way to add to 
deposits and he hates to see a sub 
stantial balance go out of the bank. 
However, the writer is a firm believer 
that a banker cannot buy balances at 
more than the normal rates paid on de- 
posits and make money on them. When 
you take a poor credit risk for the sake 
of balances that is exactly what hap: 
pens; you pay more than the normal 
interest rate in the form of additional 
risk which you assume. It is desirable 
to make every effort to find a good 
reason to do business with a concern 
but it is highly undesirable to take a 
poor risk just for the sake of receiving 
or holding a balance. Experience 1s 
not likely to prove favorable. If you 
can assure yourself that the credit risk 
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is a satisfactory and reasonable one for 
your bank to take that is one proposi- 
tion, but if you cannot grant the loan 
on that assurance and question whether 
the balances will compensate you for 
the risk, it is buying balances at high 
prices. 


QUESTION: In my studies I am 
having “credits” and am asked to pass 
upon a statement of a manufacturing 
corporation, copy of which I enclose. 


opinion that there is really no basis to 
extend credit to this company. The 
total current assets shown aggregate 
$23,910 and this compares to current 
liabilities $24,310. The company’s in- 
debtedness is four times its net worth 
and this fact combined with a deficit 
in working capital would seem to in- 
dicate that the business is operating on 
altogether too small an investment and 
that the owners have not sufficient at 
stake. Further, with the small amount 


RESOURCES 


Cash in banks 


Government bonds 


Bills receivable 30 and 90 days 
Accounts receivable 30 days 
Merchandise inventory 
Machinery 

Real estate 


Capital stock 

Surplus and undivided profits 
Accounts payable on demand 
Accounts payable 30 days 
Other liabilities 


Will you kindly aid me by making 
short, concise criticisms of the state- 
ment showing its good and its bad fea- 


tures? If you will do this I shall ap- 
preciate it greatly. 

This is an old concern doing business 
for many years and at a profit. 


E. D. M. 


ANSWER: It is rather difficult to 
criticise the statement on the basis of 
the information submitted and certain 
additional data would be of interest. 
It would be particularly interesting to 
see statements over a period of several 
years and have some idea of the com- 
pany’s sales volume, to know the line of 
business, and whether or not all of the 
indebtedness is to the outside trade or 
whether or not a part might be due to 
the owners of the business. Based on 
the statement as submitted and with 
the assumption that the total accounts 
payable, $24,000, are to the trade for 
merchandise purchases, it would be my 


$28,000 
$30,310 


$30,310 


of cash shown and the very full debt, 
I can see no excuse for their carrying 
$1820 in Government securities. It 
would seem that these might well be 
sold and a proportionate amount of the 
creditors’ money returned to them. 


QUESTION: We have a customer 
who makes a statement showing about 
$70,000 in current assets and about 
$50,000 in current liabilities. He has 
a plant worth $25,000 which is un- 
encumbered and in addition securities 
valued at $40,000. This gives him a 
net worth of about $85,000 and he 
desires that we extend him a line of 
$30,000. What would be your reaction 
to such a request? C. B. S. 


ANSWER: It would appear from 
the data which you have given that he 
was cramping the working capital of 
his business by investing in securities. 
It would further seem from this limited 
information that he should either bor- 
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row on some of his securities or sell 
some to provide additional working 
capital. The advisibility of this pro- 
cedure is of course contingent upon 
facts as to the reason for the invest- 
ments, the nature and necessity of them, 
how they are held (whether corporation 
or proprietorship) and various other 
features. 


QUESTION: When a credit inquiry 
is received and the inquirer does not 
state the reason for the inquiry do you 
consider it proper to ask him why he 
inquired in your letter of reply? 


ANSWER: It is perfectly proper in 
our judgment to ask an inquirer as to 
the reason for this inquiry, even before 
giving him the information, if you care 
to do so. His failure to state the rea- 
son may have been an oversight or a 


breach of good credit ethics. When 


you feel the inquirer is not an ordinary 
offender and probably has a legitimate 
reason you will no doubt elect to an- 
swer his letter and ask him in the reply 


as to the reason why he was interested. 


THE COST OF LIVING 


THE price deflation movement is still af- 
fecting wholesale prices much more than re- 
tail prices and the general cost of living, 
according to the current number of the 
Index, published by the New York Trust 
Company. 

“Measuring the cost of living,” says the 
Index, “is a somewhat complex proposition, 
in view of geographical and social differ- 
ences. The best available figures are those 
currently compiled by the National Indus- 
trial Conference Board. These data are based 
upon the average budget expenditures of the 
urban wage earner, the latter representing a 
class that is preponderant in numbers and 
presents probably the most uniform standard 
of living. 

“Since July, 1914—which constitutes a 
basis of 100 for all cost of living figures in 
this article—living costs have followed four 
distinct movements. The first of these is an 
increase, as to yearly averages, to the record 
high of 196.7 in 1920; second, a decline to 
156.3 in 1922; third, a new rise to 167.8- 
167.9 in 1925-26. Since the latter year, 
living costs have gradually declined. For 
1929 the average was 161.4, and by April, 
1930, the monthly figure had fallen to 157.5. 

“As is to be expected, the fluctuations in 
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the cost of living are closely related to the 
movement of prices, particularly retail prices. 
The extraordinarily high postwar-peak was 
reached in 1920, alike by wholesale and 
retail prices, the cost of living and the wage 
level. But the more moderate movements 
which have occurred since then have not 
been characterized by the same degree of 
uniformity.” 


EMPIRE STATE BRANCH FOR 
IRVING TRUST 


THE Irving Trust Company of New York 
has leased space in the new Empire State 
Building, now under construction on the 
former site of the Waldorf Astoria, Fifth 
avenue at 34th street, and will remove to 
it its Fifth avenue office, now located at the 
northwest corner of Fifth avenue and 34th 
street, directly across the street from the 
new building. The leased space will extend 
along the Fifth avenue frontage, south from 
the entrance of the building to the 33rd 
street corner and west on 33rd street for 
approximately 117 feet. A private elevator 
and. a broad ornamental staircase will give 
access to the new quarters on the second 
floor. 


PORTLAND, ME., BANK OPENS 
NEW BUILDING 


THE Canal National Bank of Portland, Me., 
has opened its new building, designed to ex: 
press the spirit of New England tradition. 
The structure was designed by John P. 
Thomas, who based his design on the work 
of Charles Bullfinch, creator of the Massa’ 
chusetts State House in Boston. It is also 
symbolical of the history of the 105-year- 
old bank. 

Brick, marble, wood and iron are used in 
the street front of the building, which is 
four stories in height. The facade is of 
brick, with marble and fireproofed wood for 
trim. Wrought-iron balconies have been 
used, and the banking room itself has been 
expressed on the front by the high first story 
with arched openings, one of which forms 
the entrance to the offices above the banking 
room. The three stories above the banking 
floor, which are occupied by offices, are 
framed by fluted pilasters with Ionic pilasters. 

The interior of the building has been made 
to conform to the design of the exterior, 
while working quarters have been equipped 
with every modern convenience. Low 
counters give a feeling of size to the banking 
room, which has plastered walls, ceilings and 
cornices, marble floors and wood paneling. 
Grille-work is of wrought iron, and hard 
ware and electric fixtures have been espe’ 
cially designed to, carry out the New England 
tradition. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the ‘‘New York Evening Post” 


SEPTEMBER, 1930 


Wall Street Shifts Its Gears 


speeds introduced by Wall Street's 

shift in gears is a smoother-running 
market in bonds that gives the Govern- 
ment an opportunity to put its last re- 
maining war debt of any size on a less 
costly basis. So far the Government 
has not itself benefited from the de- 
flation ease in money rates in any major 
financing operation. Current rates pre- 
sent a chance that our canny Secretary 
of the Treasury will not pass by. 

For close to a decade the Govern- 
ment by refunding operations had 
whittled down successfully the cost of 
its public debt, but the high money 
rates of 1929 temporarily checked the 
program. A year ago’ the trend in 
rates did not permit long-term financing 
on an advantageous basis. The Treas- 
ury even for short-term loans was 
obliged to pay in excess of 5 per cent. 

Now that the opportunity is at hand 
once more for financing distant maturi- 
ties on an attractive basis, we may 
properly inquire what jobs the Govern- 
ment faces and how it will perform 
them. 


[pss ie in the list of new 


FOURTH LIBERTY LOAN 


_ Outstanding among 
issues likely to receive attention is just 


the remaining 


one sizable loan. It is the $6,268,269,- 
000 issue of Fourth Liberty 41% per 
cent. bonds. Intense bidding for these 
bonds recently has driven them up in 
price to 103.3 as against a low in last 
year’s dragging markets of 98 and a 
1920 low of 82. 

Lesser issues that might come in for 
consideration likewise in any extensive 


refinancing program by the Government 
are an issue of $1,605,000,000 five-year 
notes bearing a rate of 32 per cent. 
and a remaining lot of $536,000,000 
First Liberty 4%s callable in 1932. 

Any comprehensive program on the 
part of the Treasury to convert out- 
standing Government obligations into 
less costly issues commands the atten- 
tion of banks in particular. In the 
mere mechanical shift and in the com- 
position of their own investment port- 
folios the program would touch vir- 
tually every banking institution in the 
country. 

While the Fourth 4'4s are not call- 
able until October 15, 1933, they are 
now selling three points higher than 
parity, at which they may be taken in. 
Secretary of Treasury Mellon pre- 
sumably will endeavor to refund these 
at least in part through an offer of ex- 
change. To be attractive to investors 
the new refunding issue would probably 
carry a more distant maturity date than 
1933, which for practical investment 
purposes must be regarded by holders 
of Fourth 444s as the likely year of 
the expiration of their investment. 

For each 1 per cent. below the 4% 
per cent. rate that the Government can 
reduce its coupon rate on any new re- 
funding loan, it will save $62,682,690 
in yearly’ interest charges on the out- 
standing $6,268,269,000 volume of 
Fourth 444s. Right now the bonds are 
selling in the open market on a 3.75 
yield basis. What a huge saving is 
possible in annual Government expendi- 
tures through a refunding operation 
these figures suggest. It is not likely, 
of course, that the Government could 
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refund the whole amount on as favor- 
able a basis as this. 

When United States Government is- 
sues were selling below parity, foreign 
governments were able to purchase 
them at a discount and then turn them 
into the Treasury at par in lieu of cash 
for the account of their own war debt 
payments. This avenue is now blocked 
by the premiums at which the bonds 
are selling, so the one course that seems 
open for action is a refunding program. 

Whether, in anticipation of a new 
refunding program, investors should 
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hold their Government bonds to ex- 
change them for new offerings, or sell 
them at current high levels, is a ques- 
tion of investment procedure that no- 
body can answer with assurance until 
the terms of a possible new issue are 
available for examination. The old 
Government bonds are selling at the 
best levels since 1927. What they will 
do from this point depends on the op- 
erations of the Government and the 
future course of money rates. 
Interesting it is that in the ten years 
from 1919 to 1929 the Government's 


PERCENT 


Bonps AND Stocks YIELD ABOUT EQUALIZED 


At various times in the last two years the indicated yields on stocks and bonds have 
been far apart but from the above chart it will be seen that there is no great 


difference at the present time. 


Up to the beginning of 1928, bonds ordinarily sold 


at levels yielding less than stocks, but with the 1929 popularity for stocks a new 
and wide disparity was created. What the final relationship of the two descriptions 
will be remains one of the market's most puzzling questions. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 
Montreal 


debt was reduced from $26,594,267,878 
to $16,805,433,177. Simultaneous with 
the reduction in the principal sum, the 
Government has been able to scale 
down interest levels on the amounts re- 
maining. 


CHANGE FROM LAST YEAR 


Behind this reversed position of bonds 
as September arrives is our best evi- 
dence of the change from the boom 
conditions of a year ago. In retrospect 
it is easy enough to see that at this 
time in 1929 storm clouds were gather- 
ing. Bonds as a medium for financing 
corporate enterprise had not only lost 
their former popularity but new issues 
took the form of stock flotations. High 
money rates and the prevailing market 
fever saw to that. We were indeed 
misled by the ease with which com- 
panies were enabled to raise funds 
through speculative flotations. 

Now those who look on the 1930 
diminution in new stock issues, without 
seeing more, wrongly conclude that en- 
terprise is not this year taking advan- 


Harris Trust and Savings Bank 
Bond Department 
Chicago 
Harris, Forbes & Co., Ltd. 


London 


tage of the uncommonly low interest 
rates. The reverse is true. 

New security offerings for the year 
to date exceed in volume those for the 
same period last year. But the char- 
acter is different. Bond and stock of- 
ferings for 1930 to date total $4,559,- 
000,000, which exceeds the correspond- 
ing 1929 volume of $4,354,000,000. But 
a year ago half of the total to date rep- 
resented stock offerings. The 1930 
figure is composed of only $475,000,000 
of stock issues and $4,084,000,000 of 
bonds. 

No greater hope for the return to 
normal conditions in finance exists to- 
day than that Wall Street has its 1929 
gears in reverse as it heads into the 
autumn period. 

The boiling sessions that marked the 
advent of fall at this time last year are 
missing. So are the high peaks. Then 
our news columns were filled with re- 
ports of mounting profits in industry, 
huge stock emissions, plausible explana- 
tions of the rapidly rising loans to 
brokers, stiff rates for money and a 
credit structure that the Reserve re- 
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Bonps ReacH HicHest Levert Since Earry 1928 


With the persistent ease in money, corporate bonds as well as Governments have 
continued upward in price until they now command a level higher than any wit- 


nessed since the beginning of 1928. 


What the above chart emphasizes is that 


improvement recently has been more marked in the railroad and public utility lists 
than in industrials. 


peatedly had called inflated beyond the 
point of safety. 

These September days show us a 
1930 situation that is marked instead 
by the monotony of its lethargic stock 
movements, a volume of trading that is 
shrunk to subnormal: proportions, an 
abundance of cheap money, very close 
to the lowest level on record for brokers’ 
loans, a first-class business recession that 
is already something more than a year- 
ling, a vigorous market in bonds and a 
thoroughly deflated level in commodities. 


QUESTION FOR PSYCHOLOGISTS 


_ What every banker wants to know 
in formulating his investment policy is 


how long the present conservatism will 
keep bonds in favor. Unfortunately 
the question is one for answer by 
psychologists rather than practical busi- 
ness men. 

Logically the corrective adjustments 
that mark the difference between con- 
ditions now and a year ago should 
make the 1930 approach of autumn a 
more pleasant contemplation than was 
that for 1929. But such is human 
nature that psychology does not follow 
the reasonable groove. So the return 
to a deflated state in business, com- 
modities, credits and securities has not 
ushered in a widespread confidence in 
affairs. Just when the substitution of 
deflation for inflation should turn senti- 
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ment into more confident channels we 
find instead that psychology itself is 
working in reverse. 

Even those with no reason for any 
change in their style of living have cut 
down expenditures in quarters that pro- 
long the undesired condition. For- 
tunately this important psychological 
element in business is something that 
can be rather promptly changed once 
it becomes clear that we are not in for 
two or three years of depression. 

That the deflation in loans on securi- 
ties generally has not gone so far as the 
drop in brokers’ loans suggests, is true 
enough. Yet those who look on the 
credit deflation of the last year as a 
myth miss the significance of what has 
transpired. The shift has been some- 
thing more than a transfer of the 
burden from one set of shoulders to 
another. While member bank loans on 
securities now are actually higher than 
they were early in October, that does 
not reflect the whole story. 


Between October 4 and June 30 the 
total reported security loans shrank 
from $16,974,000,000 to $12,050,000, 
000—a difference of almost $5,000, 
000,000 that marks the extent of the 
deflation. These figures are based on 
the situation for the entire country and 
should leave no doubt that credit-wise 
the shift in Wall Street gears in the 
last year has put the banking system on 
a foundation tremendously _ stronger 
than it was. 

The season of year is now at hand 
when the principal factor in the bank- 
ing situation becomes: the autumnal ex- 
pansion in the demand for currency. 
In recent years this increase has run to 
roughly $150,000,000. 

Commenting on the country’s banking 
position, the Federal Reserve Board, in 
a recent statement, said: “In order to 
meet this demand, in the absence of 
gold imports, an equivalent amount of 
Reserve bank credit in some form is 
seasonally drawn into use. At the 
present time, with member banks in- 
debted to the Reserve banks in smaller 
amount than at this season of any other 
year since 1924, and having in their 
portfolios, as shown by the June re: 
ports, a substantial volume of accep- 
tances, they enter this autumn the 
period of seasonal increase in currency 
demand in an exceptionally easy po 
sition.” 


a —<—_>—____—— 


Nothing improves the memory so much 
as lending money to some people. Borrow 
ing, however, tends to weaken the memory. 
—Exchange. 


He groaned and turned pale as he picked 
up the ticker tape. 

“Ruined?” asked a friend solicitously. 

“Yes,” he sobbed, “I've just remembered 
that I was to get some ribbon for my wife 
this noon.”"—Wall Street Journal. 


A negro girl went to a bank regularly to 
draw her weekly pay. She could neither 
read nor write, so made an X on the receipt. 
Then, one day, she made a circle. : 

“What's the matter, Mandy? Why dont 
you make an X as usual?” asked the cashier. 

“Why,” Mandy exclaimed, “Ah done got 
married yesterday and changed mah name. 
—American Banker. 





Difference Between Bank Secondary 
Reserve and Investment 
Accounts 


By Dr. Paut M. ATKINS 


Engineer-Economist of Ames, Emerich & Co., Inc. 


cussions of bank secondary reserves 

and in the articles which have ap- 
peared on this subject, that very rarely 
is any distinction made between the sec- 
ondary reserve and investment accounts 
of a bank, although this distinction is 
one of the most important factors in 
the successful administration of the 
funds of a bank. In the past bankers 
have frequently been accustomed to 
think of their entire list of bonds as the 
“investments” of a bank. More re- 


I is interesting to note in the dis- 


cently some of them have begun calling 


their holdings of bonds their “secondary 
reserve.” Very few bankers, appar- 
ently, appreciate the fact that there is, 
or should be, a marked distinction be- 
tween these two accounts, that their ob- 
jectives and hence their composition are 
different, and that assets other than 
bonds may quite appropriately, under 
certain circumstances, be included in 
both. 

As the differences between these two 
accounts depend on the several objec- 
tives for which they are organized, the 
first step in this analysis is to consider 
the nature of these objectives. The 
name “secondary reserve” is, of course, 
descriptive and gives an indication of 
the reason for setting up such an ac- 
count. It should be a “reserve” sec- 
ondary to the primary reserve, which is 
made up of cash, demand deposits with 
other banks and other cash items. A 
primary reserve has, as its prime objec- 
tive, the task of providing the bank with 
liquidity. In fact, it would not be far 
from the entire truth to say that this 
was its sole objective. -As the secondary 
reserve is for the purpose of supporting 
the primary reserve, its major raison 


d'etre is likewise to maintain the liquid- 
ity of the bank. This is not its sole 
function, however, as otherwise it would 
be necessary only to increase the size of 
the primary reserve. Another objective 
of the secondary reserve is to add a little 
to the earning power. This function, 
however, is entirely secondary to the 
primary function of promoting the 
liquidity of the assets of the bank. 


OBJECTIVE OF INVESTMENT ACCOUNT 


The major objective of the invest- 
ment account of a bank, on the other 
hand, is to increase the earning power 
of the bank and to provide a stability 
for this earning power and for the 
credit position of the bank assets in 
general by giving greater diversification 
to the utilization of the bank funds than 
could be obtained without the aid of 
this account. Naturally, sound bank- 
ing practice would dictate that the as- 
sets making up the investment account 
should not be entirely frozen. On the 
contrary, they should at all times be 
maintained in a relatively liquid posi- 
tion. Liquidity, however, in the case 
of the investment account is subordinate 
in importance to earning power, whereas 
in the case of the secondary reserve ac- 
count, earning power is much less im- 
portant than is liquidity. 

It should, perhaps, go without say- 
ing that both accounts should add to 
the average safety of the bank assets. 
No item should be included in either 
which is not thoroughly safe both 
relatively and absolutely. There is no 
substitute for safety in the case of 
any bank asset. 

With these 


different objectives 
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How 


to Keep Up Bank Income 


Ml) 
Ml 


under present conditions 


Under the extraordinary conditions which prevailed throughout the greater part 
of 1929, the problem of securing a liberal return upon a bank's liquid and loan- 


able resources was comparatively simple. 


Today the situation is different... Call and short term money rates offer little 
attraction. Prime commercial paper is available in limited volume, and at com- 
paratively low yields. Local demand, in many sections, is much curtailed. The 
problem of keeping every dollar working to the best advantage consistent with 
safety and necessary liquidity, is one which requires much closer study than in 


any recent period. 


_ AT is the most practical solu- 

tion? It would be easy to suggest 
bonds- for sound, fixed-income bearing 
obligations have demonstrated their 
adaptability to bank requirements, and 
under present conditions, offer attrac- 
tive income return. 

But merely to suggest bonds is not 
enough. The bondi must fit the individual 
situation. To this end, we recommend 
that the bank desiring to make the most 
of present opportunities give careful 
attention first to ITs OWN REQUIREMENTS 
as a commercial banking institution. 
When these have been clearly deter- 
mined, it will be possible to lay out a 


program which will not only make the 
fullest possible provision for these re- 
quirements, but which will also make 
the most of current income opportuni- 
ties in the bond market. 


How can you go about devising such 
a program? It will require, first, the 
knowledge of your situation, which 
only you can supply; and second, the 
knowledge of bonds and their features, 
which is the contribution of an organi- 
zation such as our own —specializing 
in bond investments. To acquaint you 
with our service to banks, may we send 
a copy of our folder, Sound Investment 
Practice for the Commercial Bank ? 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle St. 


NEW YORK, 35 Wall St. 


AND OTHER PRINCIPAL CITIES 


Every Wednesday evening thousands increase their knowledge 
of sound investment by listening to the Old Counsellor on the 
Halsey, Stuart & Co. program. Broadcast over a Coast to Coast 
chain of 37 stations associated with National Broadcasting Co. 
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clearly in mind, it is easy to see that 
there must necessarily be » marked 
differences in the composition of these 
two accounts if they are to fulfill their 
functions successfully. In order prop- 
erly to administer the funds placed in 
these two accounts, it is essential to be 
as familiar with these differences as 
with the objectives sought through 
these accounts. 


OBJECT OF INVESTMENT ACCOUNT 


As the major objective of the sec- 
ondary reserve is to provide liquidity 
for a bank, it is evident that it is 
necessary to include in this account 
only those assets which are inherently 
liquid or which may be used to pro 
cure funds without being sold or by 
coming to maturity. 

The first assets which naturally come 
to mind in this situation are: call loans 
secured by New York Stock Exchange 
collateral, bankers’ acceptances and 
commercial paper. Under all except 
very unusual circumstances, call loans 
may be called on any morning when 
the stock exchange is open, except 
Saturday. The Federal Reserve banks 
have in the past maintained a market 
for bankers’ acceptances at all times, 
and there appears to be every reason 
to anticipate that they will continue 
this custom in the future. If a bank 
bankers’ acceptances, there- 
fore, it is very easy for it to obtain 
funds at any time by their sale, and 
this without any contingent liability on 
their part. 

Bankers’ acceptances, also, are, in 
most cases eligible for rediscount with 
the Federal Reserve banks. The custom 
of these banks in the past of buying 
such paper has meant that they have 
seldom or never been rediscounted. If, 
however, the Federal Reserve banks 
should decide not to purchase this 
kind of paper, it would still be possible 
to rediscount it. A large part of the 
commercial paper—most of it in fact, 
which has short enough maturity—is 
also eligible for rediscount with the 
Federal Reserve banks and hence its 
inclusion in the secondary reserve ac- 


pOssesses 


count of a bank adds appreciably to its 
liquidity. 


GOVERNMENT SECURITIES DESIRABLE 


In addition to the assets just men- 
tioned, United States Government se- 
curities are also desirable for a secon- 
dary reserve. They are at present the 
highest grade security in the world and 
possess a very active market. Usually 
there is only 1/32 point spread between 
bid and asked prices, a spread which is 
much less than in the case of any other 
security. Hence if a bank desires to 
sell them it can do so at any time and 
in large blocks. The short time issues, 
due in a few months, have a high de- 
gree of price stability. The long term 
issues, however, are very sensitive to 
fluctuations in interest rates and hence 
are likely to fall rapidly in price with 
a rise in interest rates. They are, never- 
theless, very suitable for the secondary 
reserve of a bank because all United 
States Government issues—long and 


short term alike—are eligible to secure 


loans at the Federal -Reserve--banks. 
They are, moreover, the only securities 
which are eligible. Their possession, 
therefore, adds substantially to the 
liquidity of a bank. 

It will be noted that all of the assets 
so far discussed are highly liquid and 
so aid the secondary reserve account in 
its major function—promoting the 
liquidity of the position of the bank— 
but they do not add greatly to its gross 
earning power. The degree to which 
they increase the net earning power de- 
pends on a variety of circumstances. It 
is usually undesirable, therefore, to in- 
clude nothing but such assets in the 
secondary reserve account; it is the part 
of wisdom to include a certain propor- 
tion of assets which are, perhaps, slightly 
less liquid but which augment the earn- 
ing power. 


WHAT KIND OF BONDS? 


This, of course, at once raises the 
question as to what kind of bonds 
should be included in a secondary re- 
serve account. May it be assumed that 
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all sound bonds are suitable? This 
would be rather a rash assumption and 
a further analysis indicates that it would 
be incorrect. Not only should all bonds 
be eliminated in regard to whose credit 
position there is any question, but also 
many bonds which are perfectly ac- 
ceptable from this standpoint. In se- 
lecting bonds, as in choosing the other 
assets for this account, it is necessary to 
have in mind at all times the objectives 
sought. 

Bonds which are purchased for the 
secondary reserve must be liquid, even 
at times of financial stress, and by 
“liquid” is meant not only marketable 
but marketable with stability of price. 
This, of course, eliminates many excel- 
lent small issues whose distribution is 
not sufficiently broad to give them 
adequate marketability, and limits the 
the choice to those large issues—unlisted 
as well as listed—which have enjoyed 
a national distribution. In order to ob- 
tain stability of the account as a whole 
it is desirable, naturally, to include all 
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of the principal types which meet the 
requirements of quality and liquidity. 

Before leaving the topic of secondary 
reserve bonds it is necessary to call at- 
tention to another important point 
which has considerable bearing on the 
choice of bonds for this account, namely 
——the maturity of the bonds. It is, of 
course, a well known fact that long 
maturity bonds fluctuate more in mar- 
ket price with changes in the rate of 
interest than do short term bonds. As 
the bonds in the secondary reserve ac’ 
count must be purchased with the idea 
that it may be necessary to sell them 
in a period of financial stress, the selec’ 
tion should be limited to short term 
bonds. It is wise when choosing them 
to arrange for a rotation of maturities 
so that there will always be some avail- 
able which are selling close to par be’ 
cause of the proximity of their ma- 
turity. 

It must also be remembered in add- 
ing assets to the secondary reserve ac’ 
count that they should be of the class 
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which a bank can hold to maturity un- 
less their disposition is required to en- 
able the secondary reserve account to 
fulfill its function. If the credit posi- 
tion of any of them appears to be 
weakening, it should, of course, be 
eliminated at once, for no bond or other 
asset should be retained whose credit 
position does not appear to be per- 
fectly sound. The assets of the sec- 
ondary reserve account should not, how- 
ever, be traded simply to obtain a slight 
increase in capital value. 

A secondary reserve account, then, 
should primarily increase the liquidity 
of the position of a bank and yet, at 
the same time, add a little to its earn- 
ing power. It should be composed of 
assets which are intrinsically liquid and 
of short maturity. Its composition 
should be modified only when it is 
necessary from the standpoint of its 
function as a secondary reserve. 


CONTRAST IN TWO ACCOUNTS 


Let us now contrast these outstand: 
ing features with those of an invest- 
ment account and note the differences. 
It has already been stated that the 
major objective of an investment ac- 
count is to increase the earning power 
of the bank. In general, the income 
from this account comes from two dif. 
ferent sources: (1) The interest earned, 
and (2) the increase in capital value. 
Care must be taken, of course, not to 
detract from the earning power through 
losses. 

It is easy enough to select bonds or 
other assets which will give a high 
yield if that is the only quality sought, 
but safety is a factor which must al- 
ways receive attention and liquidity is 
one which cannot be entirely over- 
looked. In general, however, it is true 
that low yield assets such as bankers’ 
acceptances and United States Govern- 
ment securities will not be included in 
the investment account except under 
certain conditions. The major portion 
of the account will normally be made 
up of general list bonds with, possibly, 
a few mortgages. As liquidity is not 


a primary consideration, it is quite ap- 
propriate to include bonds of smaller 
issues than are suitable for a secondary 
reserve account. A much larger pro 
portion of non-listed bonds may be in- 
cluded in the investment account than 
in the other. 

There are also certain sub-classes of 
bonds which frequently are acceptable 
and, in some instances, distinctly de- 
sirable. Bonds of small underlying 
railroad issues whose credit position is 
very strong can sometimes be picked up 
at very reasonable prices. Such bonds 
are not suitable for a secondary reserve 
because of their lack of marketability 
but add substantially to the credit 
strength of an investment and give a 
very satisfactory yield, due considera- 
tion being given to their soundness. 

Special assessment municipal bonds 
are quite unfitted for the secondary re- 
serve of a bank. On the other hand, 
an alert banker can sometimes pick up 
local special assessment bonds with 
which he is familiar that possess ade- 
quate safety and which, because of 
their exemption from Federal income 
taxes, give a highly satisfactory yield. 

Only rarely are convertible or stock 
purchase warrant bonds suitable for the 
secondary reserve of a bank and yet, 
when purchased at proper prices, they 
are frequently desirable additions to the 
investment account. Other instances of 
this same type might easily be cited. 

It was pointed out in an earlier 
paragraph that only short term bonds 
should ever be included in a secondary 
reserve account. In marked contrast, it 
is not only permissible but highly de- 
sirable to include long term bonds in 
the investment account provided they 
are purchased when interest rates are 
falling. 

This leads at once to a consideration 
of the second way in which an invest- 
ment account may add to the income 
of a bank, namely—through an increase 
in the capital value of its assets. If 
long term bonds are purchased at a 
time when interest rates are falling, 
other things being equal, their market 
price will be raised because of this fact. 
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As soon as it becomes apparent that 
interest rates are likely to rise or an 
upward trend has actually begun then 
the long term bonds should be sold and 
the profit resulting from the increase 
in their prices should be realized. The 
funds so made available should be kept 
in short time paper or securities during 
the period of rising interest rates and 
then reinvested in long term bonds 
when interest rates start to decline 
again. It is apparent that operations 
of this kind mark off an investment ac- 
count sharply from the secondary re- 
serve account of a bank. 

There is no question, therefore, but 
that there are marked differences be- 
tween the objective, composition, and 
methods of handling secondary reserve 
and investment accounts of banks. A 
further discussion of these two accounts 
and the ways in which they should be 
established and operated is found in 
Bank Secondary Reserve and Invest- 
ment Policies.* If the funds of a bank 
are to be handled with the maximum 
safety and efficiency there is no ques- 
tion but that the differences between 
these two accounts should be clearly 
recognized and understood. 


*Published by the Bankers Publishing Co. 
NEW ENGLAND'S RESOURCES 


THE importance of New England's natural 
resources and agriculture is indicated in a 
fact-tolder on these two subjects just issued 
by the research committee of the New Eng- 
land Council, of which Philip C. Wentworth 
of Providence, R. I., is chairman. 

Regarding natural resources, the bulletin 
points out that of the whole United States, 
New England accounts for 2 per cent. of 
the land area, 5.5 per cent. of the forest 
acreage, 12 per cent. of the developed water 
power, 14 per cent. of the persons engaged 
in the fishing industry, and 0.7 per cent. of 
the wage earners engaged in. mining and 
quarrying. 

New England produces, it is added, 20 
per cent. of the marble, granite, slate and 
stone products, 2.2 per cent. of the lumber, 
5.8 per cent. of electricity produced by wa- 
ter power by public utilities, and 26 per cent. 
of the total fish catch. 

While New England has only 1 per cent. 
of the crop land of the country, the booklet 
points out, these states account for 1.9 per 
cent. of the value of farm property in the 
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country, 2.2 per cent. of the farm popula- 
tion, 2.5 per cent. of the farms, and 2.6 
per cent. of the income from farm produc- 
tion of the whole United States. 

New England, the bulletin continues, pro- 
duces 2.1 per cent. of the value of the coun- 
try’s crops, 6.1 per cent. of the value of the 
total apple crop, 4.3 per cent. of the value 
of poultry products, 6.8 per cent. of the 
value of dairy products, 12.7 per cent. of 
the value of white potato crop, 43 per cent. 
of the value of maple products, and 67 per 
cent. of the value of the cranberry crops 
of the entire country. 

The folder is the second of a series being 
prepared by the council’s research committee 
under the general title, “Facts About New 
England.” The first in the series, called 
“The People of New England,” has already 
been widely distributed throughout New 
England, and is available in New England 
public libraries. “The Agriculture and Na- 
tural Resources of New England” is the title 
of the second in the series, and is also being 
sent to public libraries. 


ADDITIONAL INSURANCE FOR 
BANK EMPLOYES 


Tue Central Hanover Bank and Trust Com- 
pany, New York, has had its group life in- 
surance superimposed so that the employes 
may secure additional insurance on a con 
tributory basis. Employes are given life in- 
surance in amounts equal to the nearest $500 
of annual’ salary. Under the new arrange: 
ment, they can subscribe to as much addi- 
tional insurance as they are entitled to under 
the non-contributory. section of the policy. 
The cost of the additional insurance is 80 
cents per thousand per month, payable by 
salary deductions. The balance of the cost 
is assumed by the bank. 


COMMERCIAL INVESTMENT 
TRUST STATEMENT 


CoMMERCIAL Investment Trust Corporation, 
one of the largest companies specializing in 
instalment and other forms of industrial 
financing, reports the greatest first half-year 
earnings in its history, with consolidated net 
profits available for dividends amounting to 
$4,738,683 for the six months ended June 
30. This represents an increase of more 
than 17 per cent. over the record earnings 
of $4,042,116 reported for the like period 
last year, and a gain of 111 per cent. over 
the profits of the corresponding six months 
of 1928. The increase in profits was ac: 
complished despite a smaller gross volume 
of business. Bills and accounts purchased 
during the six months totaled $207,204,728, 
compared with $265,106,369 for the first 
half of 1929 and $129,865,493 for the first 
six months of 1928. 
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WHY THIS SHOULD BE 
YOUR NEW YORK BANK 


With 58 banking offices in Greater 
New York, one of which is at 70 
Wall Street and.the others located 
in the main commercial. centres 
throughout the city, we are pre- 
pared to handle the banking 


business of any local or out-of-town 
customer. 


We would be happy to render to 
banks and customers outside of 
the city the same service we ren- 
der to 400,000 customers within 
the city. 


We invite your inquiry. 


THE BANK OF UNITED STATES BUILDING 


Che Bank of United States 


MEMBER FEDERAL RESERVE SYSTEM 


58 Offices in Greater New York 


Main Office: Fifth Avenue at 44th Street 
NEW YORK CITY 





THE TESTS OF TIME AND USAGE— 


They are rugged and severe . . . these tests of time 
and usage .. . but they have left no mark on La Monte 
National Safety Paper in the fifty-nine years that it has 
been used by the leading banks of the country for 


their checks. 


Sixty per cent of the chief financial institutions put 


their faith in La Monte...in its safety...in its durability. 
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It was George La Monte who first produced a check 
paper that resisted fraudulent alteration. And combined 
with La Monte's safety, there is a durability that stands 
the stress of handling, folding, endorsing and cancelling. 

Let us send you samples of La Monte so that you 
may see—and feel—this time-tested paper. And we 
should like to prepare a sketch for you, free of cost, 
showing how your emblem would look in La Monte 
Paper. A letter from you will be welcome. 


George La Monte & Son, 61 Broadway, New York 


FREE — An unusual sample 
book of checks, K-3, made on 


La Monte National Safety Paper, 
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Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
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BANKER’S DUTY TO WARN CUS- 
TOMER THAT BANK IS 
BEING HELD UP 


Sinn v. Farmers’ Deposit Savings Bank, 
Supreme Court of Pennsylvania, 
150 Atl. Rep. 163 


BANK officer, who is aware of 
Ae fact that there is a hold-up 
man in the bank who is threaten- 

ing to explode a satchel full of dynamite 
if he is not paid a stated sum of money, 
is under an obligation to warn a de- 
positor standing nearby of the impend- 
ing danger. 
In this case it was held that where 
bank officers, in the circumstances above 
recited, failed to warn a depositor and 
the latter was injured as a result of 
the execution of the hold-up man’s 
threat, the bank was liable in damages. 
The facts in the case show that on 
the afternoon of August 24, 1926, a 
stranger, later identified as William 
Chowick, entered the defendant bank, 
located on the corner of Fifth avenue 
and Wood street, Pittsburgh, walked 
up to the paying teller window No. 13 
and handed to the teller there stationed 


a typewritten note in the following 
form: 


“Sir you ear held up for two thou- 
sand Dollar, with 50 stick of Dynamite, 
the Dynamite is in the grip the one I 
hold in my hand, it will discharge when 
the homdle is out of my hand, if you 
or any one else fires the gun at me, 
there will be no cage left we all be 
blowing up to pieces, if you willing to 
come with two thousand be quit and 
keep off from the alarms, the help 
won't do you no good, if they come 
they come for their death, if not make 


all the noise you like I help you with 
with the noise that whole Pittsburgh 
will hear, if you wish to see the death 
machine ask for otherwise absolute 
silance death or two thousand and 
either you like.” 


What occurred in the next few mo- 
ments is told in the following language 
by the court: 


“After the teller read this, he handed 
it to Mr. Coar, the assistant cashier and 
ranking officer present, who, after read- 
ing it, walked across the corridor into 
the Farmers’ Deposit National Bank 
and handed the note to its officers. He 
then returned with two of the latter 
bank's police officers, and certain of 
that bank’s officials followed. After 
waiting some minutes, the bomber asked 
the teller, in effect, if his request would 
be complied with, and the latter said 
it would be attended to. Meantime 
the plaintiff, Carl F. Sinn, a musician 
and customer of the defendant, entered 
with a check he desired cashed and 
stood near the bomber. Soon a floor- 
walker, who had been informed of the 
holdup, asked plaintiff to step to a 
nearby window, which he did, but was 
not waited upon. In fact, the presence 
of the bomber, a knowledge of which 
spread among the employes, caused a 
temporary suspension of business. No 
warning, however, was given plaintiff. 
The evidence was conflicting as to how 
long the bomber remained in the bank, 
that for plaintiff stated about twenty 
minutes, while that for the defendant 
indicated a much shorter period. In 
any event, as the two police officers 
cautiously approached the bomber and 
one was about to lay hands upon him, 
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he raised his arm from the handbag, 
causing a terriffic explosion, which 
wrecked the bank, killed him and the 
nearest ofhcer, and injured others, in- 
cluding the plaintiff, who stodd within 
about three feet.” 


The plaintiff thereafter brought this 
action, basing his claim for damages on 
the ground that the failure to give him 
warning which would have -enabled him 
to have retired from the zone of danger, 
constituted negligence. The decision is 
reminiscent of the famous case of Laid- 
law v. Sage, decided by the New York 
Court of Appeals a number of years 
ago, to which a reference is made in 
the paragraphs of the court’s opinion in 
the present case quoted below: 

OPINION OF THE COURT IN PART 

The defendant was in no manner 
responsible for the presence or criminal 
act of the bomber, or for failing to 
accede to his unlawful demand; neither 


does negligence appear from the way 
in which those in charge of the bank 
attempted to avert the threatened dan- 


ger. 


Should 


The controlling question is, 

they have warned plaintiff 
thereof? This in our opinion was for 
the jury. Plaintiff as a customer of the 
bank was present by its implied invita- 
tion. In other words, he was an invitee, 
to whom the bank owed the same duty 
as a shopkeeper owes to his customer, 
which is to use reasonable care for his 
protection. “The owner or occupant 


of premises who induces others to come. 


upon it by invitation express er implied 
owes to them the duty of using reason- 


able care to keep the premises in a safe 


and suitable condition, so that they will 
not be unnecessarily or unreasonably 
exposed to danger.” Robb v. Niles- 
Bement-Pond Co., 269 Pa. 298, 300, 
112 A. 459, 460. “When a person 
invites another to his place of business, 
he assumes toward the invitee certain 
duties, and if he negligently permits a 
danger of any kind to exist, which 
results in injury to the person invited, 
without negligence on the latter's part, 


the invitor is answerable for the con- 
sequence of such injury.” Woodruff 
v. Painter & Eldridge, 150 Pa. 91, 95, 
24 A. 621, 16 L. R. A. 451, 30 Am. 
St. Rep. 786, reaffirmed in Fredericks v. 
Atlantic Ref. Co., 282 Pa. 8, 14, 127 
A. 615, 616, 38 A. L. R. 666. See, 
also, Kapuscianski et al v. Phila. & R. 
C. & I. Co., 289 Pa. 388, 137 A. 619; 
Bloomer v. Snellenburg, 221 Pa. 25, 69 
A. 1124, 21 L. R. A. (N. S.) 464; 
Truby & Truby & Truby v. Nolan, 
86 Pa. Super. Ct. 270; McKnight v. 
Snellenburg & Co., 80 Pa. Super. Ct. 
147, 

The opportunity to warn plaintiff 
was present, for they did tell him to 
step to the other window, and could 
as easily have suggested his withdrawal 
because of the threatened danger. Then, 
had he failed to heed the warning, it 
would have been his own fault. Of 
course, the bank’s officers and employes 
did not know that the bomber would 
carry out his terrible threat but, on the 
contrary, they could not assume that 
he would not. His presence there 
created a tense situation which made it 
difficult for those in charge to act with 
calm judgment, yet whether they should 
have warned plaintiff was, under the 
circumstances, for the jury. Where 
there is no fixed standard of care and 
its measure shifts according to circum- 


‘stances, the question of defendant's 


negligence is usually for the jury. 
Kramer v. Standard Steel Car Co., 281 
Pa. 348, 351, -126 A. 800, and cases 
there cited. For example, where a 
storekeeper knows that an adjoining 
building is being torn’ down so negli- 
gently as to probably cause the collapse 
of his own, could it be held that he 
had no duty to warn a customer of 
the impending danger? It cannot be 
declared as matter of law that a 
stranger who enters a bank carrying a 
handbag that he declares contains fifty 
sticks of dynamite, which he threatens 
to explode by means of a strap extend- 
ing from his hand into the bag, does 
not create a dangerous condition of 
which a customer should be warned. 

The explosion was undoubtedly a 
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proximate cause of plaintiff's injuries; 
but we are not prepared to hold, as 
matter of law, that to suffer him to 
remain unwarned in the presence of the 
bomber was not also a proximate cause. 
There may be concurrent causes of an 
injury, and a proximate cause need not 
be the sole cause. If plaintiff's injuries 
resulted from the failure to receive 
warning, it cannot be said that such 
failure was its remote cause. While 
plaintiff's presence was not the cause of 
the explosion, it was the cause of his 
injuries and, if it resulted from failure 
of warning such failure may properly 
be held a concurrent rather than a 
remote cause of such injuries. Had he 
walked out of the bank he would have 
escaped injury. 

The authorities seem to contain but 
one case at all similar, viz., Laidlaw v. 
Sage, 158 N. Y. 73, 52 N. E. 679, 44 
L. R. A. 216. There, a_ stranger, 
named Norcross, entered the private 
ofice of Russel Sage in New York 
City, carrying a handbag, and handed 


Sage a typewritten statement declaring, 
in substance, that the bag contained 


ten pounds of dynamite which he 
would explode and destroy the building 
and every one therein unless given 
$1,200,000. At that moment Laidlaw 
entered and thereafter claimed that 
Sage used him as a shield from the 
explosion which followed when Nor- 
cross failed to receive the $1,200,000. 
Norcross, of course, was killed; Sage, 
Laidlaw, and others were injured. 
This formed the basis of the case 
above cited, which was tried four times 
and finally decided in favor of Sage 
by the Court of Appeals. The ques- 
tion of Sage’s duty to warn Laidlaw 
of the peril was not involved. The 
decision rested on several grounds. One 
was that the physical facts sustained 
Sage’s contention that he did not hold 
Laidlaw in front of him. » Another 
was that it did not appear that Laid- 
law's injuries were augmented by any 
act of Sage. As to the latter, the court 
says (158 N. Y, 73, 52 N. E. 688): 
‘We think the court erred in not 
directing a verdict for the defendant, 


bb 


at least so far as substantial damages 
were concerned, upon the ground that 
there was not sufficient proof that 
the plaintiff sustained any injury in 
consequence of the alleged conduct of 
the defendant.” In view of such con- 
clusion, it might well be held, as there 
it is, that the explosion and not the act 
of Sage was the proximate cause of 
the injuries complained of. Of course, 
on the facts, that case was not parallel 
to the one at bar. 


DEPOSIT: NOT PROTECTED BY 
GUARANTY FUND 


State v. Dunbar State Bank, Supreme 
Court of Nebraska, 230 
N. 'W. Rep. 687 


Where Liberty Bonds, left with a 
bank for safe keeping, are sold: by the 
bank’s officers, who convert the pro- 
ceeds and substitute certificates of de- 
posit therefor, without the knowledge 
of the owner of the bonds, the transac- 
tion does not create a deposit within 
the protection of the Nebraska deposit 
guaranty law. 

Proceeding by the State, on the rela- 
tion of O. S. Spillman, Attorney Gen- 
eral, against the Dunbar State Bank 
and E. J. Dempster, receiver thereof, in 
which John T. Mead intervened. From 
a judgment that intervener’s claim was 
preferred and payable out of deposi- 
tor’s guaranty. fund, the bank and its 
receiver appeal. 

Reversed and remanded with instruc- 
tions. 

OPINION OF THE COURT 

DINEEN, D. J.—This case arises 
out of the failure of the Dunbar State 
Bank of Dunbar, Nebraska. Intervener 
John T. Mead purchased through the 
defendant Dunbar State Bank, then 
solvent, liberty bonds in the principal 
sum of $1700. These bonds were 
left at the bank for safe-keeping; and 
on July 5, 1928, the bank being then 
insolvent, intervener immediately called 
at the defendant bank for his bonds, 


and was informed by Mr. Eiser, special 
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agent for the guaranty fund commis- 
sion for the state of Nebraska, that 
the bonds had been sold some time 
prior by Mr. Murray, the absconded 
president of defendant bank, and in 
lieu thereof there were on deposit in 
defendant bank certificates of deposit 
for $1200 and $500 signed by Thomas 
Murray, president, and dated January 
13, 1927. Being so advised, intervener 
‘Mead filed his claim with the receiver 
for defendant bank based upon said 
two certificates of defendant bank. 
The trial court found that the inter- 
vener Mead’s claim was preferred and 
was payable out of the depositors’ 
guaranty fund. 

The question to be determined in 
this case is: Was the deposit a good 
faith deposit within the meaning of 
the depositors’ guaranty law? The 
bonds were left at the bank and with- 
out the knowledge or consent of the 
intervener were disposed of by an 
oficial of the bank. To presume that 
under the circumstances it was the 
intent of the intervener to make a 
general deposit within the meaning of 
the depositors’ guaranty fund we think 
is too remote. We said in the case 
of State v. Clinton State Bank, 116 
Neb. 482, 218 N. W. 95: 

“Where certain Liberty bonds were 
purchased by a bank for a customer, 
but were never delivered to the cus- 
tomer, being left with the bank for 
safe-keeping, and were subsequently 
sold by the bank without the consent 
of the customer, neither the bonds nor 
their proceeds constituted a deposit 
within the protection of the state 
guaranty fund.” 

In the case at bar, however, certi- 
ficates of deposit were issued to inter- 
vener but retained by the bank, and 
intervener had no knowledge of the 
issuance of the certificates until he 
called for his bonds, about July 5, 
1928, at which time the bank was in- 
solvent. While it may be proper to 
infer that the said certificates were 
issued as of the date they bear, Janu- 
ary 13, 1927, there is no evidence in 
the record to show when the inter’ 
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vener’s bonds were converted by the 
bank, nor is there evidence sufficient to 
establish the fact that, when said 
certificates were issued, in lieu thereof 
the money or its equivalent was in 
effect placed in or at the command 
of the bank, as was necessary under 
the holding of this court in State v. 
Farmers’ State Bank, 111 Neb. 117, 
196 N. W. 908, as follows: “In order 
to create a deposit which will be pro- 
tected by the guaranty law, as the 
term ‘deposit’ is understood in section 
8033, Comp. St. 1922, it is necessary 
that money or its equivalent shall in 
intention and effect be placed in or 
at the command of the bank under 
circumstances which do not transgress 
specific limitations of the bank guaranty 
law.” 

It therefore follows that the judg- 
ment should be reversed and the cause 
remanded, with instructions to enter a 
decree in conformance with _ this 
opinion. . 

Reversed. 


EXCHANGE OF BONDS FOR 
NOTE NOT USURIOUS 


Heney v. Davidson, Court of Civil 
Appeals of Texas, 27, S. W. 
Rep. (2d) 293 


An agreement under which real 
estate mortgage bonds having a par 
value of $10,000 are exchanged for a 
$15,000 note, secured by a deed of 
trust on real estate, is not usurious. 
Such a transaction is a sale of securi- 
ties rather than a loan. 

Action by A. J. Davidson against 
Francis J. Heney and others. From an 
adverse judgment, the defendants ap- 
peal. 


Affirmed. 
OPINION OF THE COURT 


SMITH, J.—The appeal presents the 
controlling question of whether or not 
the transaction involved was usurious. 

On August 1, 1910, appellee, A. J. 
Davidson, sold to Ben Heney, appel- 
lant, ten real estate mortgage bonds 
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each having a par value of $1000, 
and bearing § per cent. interest. 
Heney purchased the bonds on credit, 
giving his promissory note therefor in 
favor of appellee, in the principal sum 
of $15,000, with 6 per cent. interest. 
He also executed his deed of trust upon 
certain real properties in Aransas 
county to secure payment of the note. 
The parties also at the same time 
entered into some sort of collateral 
agreement by which there was a shift- 
ing of their respective interests and 
estates in certain lands in Aransas 
county. This agreement, the purchase, 
and sale of the bonds, the execution 
and delivery of the note and deed of 
trust, seem to have constituted but one 
transaction, of which the purchase and 
sale of the bonds was the principal 
constituent. The note was not paid, 
but at numerous maturity dates was 
renewed after the parties adjusted 
credits, interest charges, and the like. 
The note was last renewed on January 
23, 1925, for the principal sum of 
$14,000. The deed of trust was also 
renewed from time to time with the 
renewals of the note. When the 
Heneys defaulted in the payment of 
the last renewal note, Davidson brought 
suit and recovered judgment, from 
which the Heneys have appealed. 

The value of the bonds was approxi- 
mately $10,000. Appellants purchased 
them from appellee on credit, giving 
his note for $15,000 therefor. Now 
appellant treats the transaction as if 
the bonds had been money, as if 
appellee had loaned appellant $10,000 
in cash, and had taken his interest 
bearing note for $15,000 as considera- 
tion for the loan. And appellants 
contend that, therefore, the transaction 
was usurious; that the incorporation in 
the note of an obligation for $5000 in 
excess of the amount of the loan rep- 
resented a bonus for making the loan, 
and therefore constituted usurious in- 
terest. The trial court found against 
appellants upon this contention, and 
in this we conclude that court was right. 

We are unable to distinguish this 
transaction from an ordinary barter 
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and sale of stock securities. It is true 
that appellant agreed to pay more for 
the stock than it was apparently in- 
trinsically worth at the time. But 
that was his privilege. He said he 
needed money badly, that appellee had 
no money but did have the bonds, and 
appellants tried for some time to get 
hold of the bonds. He submitted sev- 
eral offers to appellee for them, which 
did not appeal to appellee. Finally 
he submitted, and appellee accepted the 
offer evidenced by the contract now 
attacked. There were other considera- 
tions entering into the transaction, as 
evidenced by a written agreement made 
by the parties at the time providing for 
some sort of readjustment of the sev 
eral estates of the respective parties in 
some land in Aransas county. When 
these matters are considered in connec- 
tion with the bond transaction, as they 
should be, it seems to us that every 
semblance of usury pointed out by ap- 
pellants is removed. The trial court 
heard all the testimony, and has re- 
solved it against appellants. We de- 
cline to disturb these findings and con- 
clusions. 
The judgment is affirmed. 


NOTE PAYABLE AT NON- 
EXISTENT BANK 


Lewis v. ‘Chelsea Exchange Bank, City 
Court of New York, 241 
N. Y. Supp. 639 


Where a note delivered to a bank 


for collection names a _ non-existent 
bank as the place of payment, present- 
ment for payment is dispensed with. 

Where the holder of a note delivers 
it to a bank for collection and the note 
is dishonored, the bank is bound to 
give notice to the holder only, not to 
the indorsers. On receiving such notice 
the holder has an additional day to 
give notice to the indorsers. Where 
the bank does give due notice to the 
holder, the fact that it does not give 
notice to the indorsers does not render 
it in any way liable to the holder. 

Action by David J. Lewis against 
the Chelsea Exchange Bank. 





Trust, Commercial, Investment 


HE Plaza Trust Company is equipped 

to render complete banking service 
and offers every facility consistent with 
sound banking practice. 


CAPITAL $2,000,000 


SURPLUS $1,000,000 


PLAZA TRUST COMPANY 


Fifth Avenue at Fifty Second Street 


New York 


Michael H. Cahill, President 


Defendant's motion to dismiss 
granted, and judgment directed for it. 


OPINION OF THE COURT 


SCHIMMEL, J.—On the 12th day 
of April, 1927, plaintiff delivered to 
the defendant bank for collection a 
note in the sum of $1500, payable on 
the 14th day of April, 1927, at the 
Penn Trust Company, at York, Pa.; 
the defendant was informed at the 
time of such delivery that the place 
of payment specified in the note was 
in all probability nonexistent; the said 
note was sent through the mails to the 
Penn Trust Company, York Pa., but 
the same was returned by the Post 
Office Department with the notation 
in effect that there was no such bank; 
in reality the Penn Trust Company, 
York, Pa., did not exist; plaintiff was 
notified by the defendant on the 16th 
day of April, 1927, of the nonpayment 
of the note; the plaintiff did not notify 
the indorsers of the dishonor of the 
note. Plaintiff seeks to recover from 
the defendant the amount of the note 
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because recourse against the indorsers 
was lost by reason of the defendant's 
failure to present properly the note for 
payment and to protest the same. 

The measure of defendant's liability 
or obligation is ascertained by an in- 
quiry into whether it performed all 
the requirements imposed by law. The 
note upon which this suit is predicated 
was made payable on the 14th day 
of April, 1927, at the Penn Trust 
Company, York, Pa. Thus defendant 
was required to make presentment on 
the day and at the place mentioned 
in the note. Section 133, subd. 1, 
Negotiable Instruments Law. Present- 
ment was made on the day and at 
the place where it was made payable, 
in so far as presentment upon a non 
existent bank was possible. The fact 
that there was no such bank did not 
impose a greater duty or corresponding 
liability on the defendant. Having 
attempted to make presentment at the 
bank specified in the note which could 
not be effectuated because of the non- 
existence of the bank, defendant satis 
fied all the requirements of the Nego 
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tiable Instruments Law. In any event, 
presentment under the circumstances 
here present would at most constitute 
a futile act, and hence was dispensed 
with. Section 142, Negotiable Instru- 
ments Law. 

Defendant, however, was required to 
notify the plaintiff of presentment for 
payment, demand, and dishonor. Notice 
of protest is not required whether the 
note is made payable within or with- 
out the state. Section 189, Negotiable 
Instruments Law. Notice of dishonor, 
pursuant to section 174, subd. 3, 
Negotiable Instruments Law, was given 
to plaintiff. The note herein was due 
on April 14th, 1927, and was returned 
unpaid. Notice of nonpayment was 
received by defendant bank on April 
15, 1927, which in turn notified plain- 
tiff so that the latter received such 
notice on the 16th day of April, 1927. 
It then became the duty of the plaintiff 
to notify the indorsers of such present- 
ment, demand, and nonpayment. To 
accomplish this act plaintiff had an 
additional day. Section 178, Negotiable 
Instruments Law. His failure to act 
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diligently cannot be charged against 
the defendant. Had the plaintiff noti- 
fied the indorsers immediately upon 
receipt of notice from the defendant, 
the indorsers would have received 
timely notice and would therefore not 
have been released from liability. The 
obligation to give such notice to the 
indorsers resided in the plaintiff and 
not in the defendant. Brill v. Jeffer- 
son Bank, 159 App. Div. 461, 144 
N. Y. S. 539) 

Motion of defendant to dismiss must 
be granted, and judgment directed for 
it. 


W. F. TUTT IN HIBERNIA QUAR- 
TER CENTURY CLUB 


THE Quarter Century Club of the Hibernia 
Bank & Trust Company, New Orleans, has 
added to its membership W. F. Tutt, assistant 
cashier, who has completed his twenty-fifth 
year of service with the institution. 

The club is made up of directors, officers 
and employes who have completed the req- 
uisite period of service. It has twenty-one 
members, with an average of thirty-five years 
of service. 
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Prudence Can End Bad Times 


Coolidge Urges People to Spend and Professor Carver of Har- 
vard Uses This as a Text on Thrift 


vin Coolidge made the following 

pronouncement: “People are out of 
work because the things they could pro- 
duce are not being bought. With all 
our wealth, it is difficult to suppose 
that our consuming power has greatly 
diminished. It is not being exercised. 
It will help somewhat to increase public 
construction. But the principal con- 
suming power in this country is in the 
people who have work. Unless they 
buy of the other fellow he cannot buy 
of them. 

“If those who are working and have 
the means would pay all their retail 
merchandise bills and in addition pur- 
chase what they need and can afford, a 
healthy commerce would quickly be 
created. Our nation has plenty of re- 
sources to support all its people com- 
fortably through a mutual exchange of 
products if everyone will do his part. 
Those who have employment now run 
the risk of losing it by refraining from 
buying and paying within their means. 
No one who has money now can af- 
ford to defer settling his accounts.” 


I’ a recently syndicated article Cal- 


To which Thomas Nixon Carver, 
professor of economics in Harvard Uni- 
versity, responds in the Boston Herald: 


“One suggestion in Mr. Coolidge’s 


article deserves elaboration. He sug- 
gests that some of those who are un- 
employed may live for a time on their 
savings. The public should understand 
more fully than it does how savings 
affect the stability of employment. 

“It is rather obvious that those un- 
employed who have savings can spend 
more money than they could if they 
didn’t have any savings. If no one 
had any savings to spend now, fewer 
consumers’ goods would be bought than 
are being bought. If fewer goods were 
being bought, fewer men would be em- 
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ployed. In other words, if no one had 
any savings to spend in this time of 
unemployment there would be even 
more unemployment than there is. 

“Conversely, if every one had a con- 
siderable fund of savings, every one 
who happened to be unemployed could 
go on buying consumers’ goods for a 
time. If every one went right on buy- 
ing goods, more goods would be bought 
and more labor employed than is now 
employed. 


LIKE RESERVOIR OF IRRIGATION 


“The effect of a large fund of sav- 
ings on industry is somewhat like that 
of a large reservoir of irrigation waters 
on agriculture in a country where the 
rainfall is uneven. In times of abun- 
dance some of the water is saved. In 
times of drouth it is released to keep 
the crops growing. 

“Similarly, if in times of general em- 
ployment something is saved it can be 
released in times of unemployment. If 
that were generally done there might 
be slight variations in employment, but 
there could never be such general un- 
employment as we are now experienc’ 
ing. 

“The wisest men of all ages have ad- 
vised prudence and foresight in the 
spending of money. They have en 
couraged the habit of thinking of the 
needs of the future and not that of 
yielding to the whim of the moment. 

“This is a phase of that enlargement 
of the ‘time sense’ which is one of the 
things which distinguish the man from 
the brute and the wise from the foolish 
man. 


BALLYHOO BY SINISTER INTERESTS 


“The sages have generally had in 
mind the good of the individual when 
they have advised prudence and fore 





sight. It is equally good advice from 
the standpoint of the general social in- 
terest. It not only stabilizes the living 
conditions of the individual family to 
have something saved for a rainy day, 
it also stabilizes industry and the gen- 
eral conditions of employment. 

“In opposition to this fundamental 
wisdom of the human race, certain 
sinister interests have raised a great 
ballyhoo. Even in times of unusual 
prosperity, where everyone ought to be 
saving a part of his income, they have 
urged everyone to spend it all, even 
before they earn it. 

“In so far as this ballyhoo is success- 
ful it tends to create a business boom. 
But a depression is as certain to follow 
a boom as night is to follow the day. 

“There is a special sense in which it 
is proper to spend your income as fast 
as you earn it, but this is not the sense 
intended by the advocates of extrava- 
gance. 

“It is better to invest your money 
than to hoard it. You may invest in 
a house and pay for it on the instal- 
ment plan. In that case you have com- 
mitted yourself to the spending of a 
part of your income for some time in 
the future. But if you buy wisely you 
will save rent and, in the end, have 
more money to spend for other things. 
Similarly you may buy insurance, or 
an income-bearing security. All such 
cases are somewhat like buying a de- 
posit slip in a savings bank. ‘That is, 
they are all forms of saving. 

“All wise investments will increase 
your income in the future. In a sense 
they pay for themselves. 

“The rent you save when you buy 
a house on the instalment plan will pay 
or help to pay the instalments. Buy- 
ing such things on credit is very dif- 
ferent from buying things which add 
nothing to your income. 


HEIGHT OF ABSURDITY CITED 


“The height of absurdity is reached 
when every person is urged to buy 
more luxuries than his income will pay 
tor. If I buy this year a great deal 
more than this year’s income will pay 
lor, it is arithmetically certain that I 
cannot keep that pace in future years. 
This year, by my large purchasing, I 


WITH YOUR BEST PATRONS 
EVERY CONTACT IS IMPORTANT 


VERY American city contains one 
E or more residential districts from 
which a bank draws its best individual 
customers. These prosperous, progres- 
sive families make full use of bank 
facilities in a way that is profitable to 
the bank. They travel frequently and 
extensively. 


An opportune time to offer them 
the services of the bank comes when 
they are about to travel. They realize 
that the enjoyment of their travels will 
be increased if their affairs at home are 
properly managed in their absence. 


Banks establish timely contacts with 
these customers when they are pur- 
chasing A. B. A. Cheques, for they must 
come to the bank to buy their Cheques. 
And while your customers are away 
your contact with them is maintained, 
for on every Cheque your bank's name 
appears—an exclusive feature of 
A. B. A. Cheques. 


What more logical than to carry A. B. A. Cheques 

on your trip to the American Bankers Association 

Convention — Cleveland — September 29th to 
October 2nd ? 
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am contributing to a business boom. By 
my decreased purchasing in future 
years I shall be contributing to a de- 
pression. 

“The boom and the depression will 
come if millions of others buy a great 
deal more this year than this year’s in- 
come will pay for. The boom will 
come this year because merchants will 
be emptying their shelves, orders will 
be going to manufacturers for more 
goods and everything will look pros- 
perous. On the basis of their tem- 
porary prosperity everyone gets excited 
and begins to speculate on the future. 
But when we begin paying, next year, 
for what we bought this year, we de- 
crease our purchases of next year’s 
products. Then the boom hurts. The 
depression which follows is the direct 
result of the ballyhoo which led to too 
much purchasing of consumers’ goods 
on the instalment plan. 
WILD EXTRAVAGANCE NOT JUSTIFIED 

“Of course, Mr. Coolidge’s advice is 
good for a time of depression. It is a 
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good thing for those who need things 
and have the money to pay for them 
to buy now. If your house needs a 
new roof, and you can pay for it, have 
the new roof put on now. Not only 
individuals, but corporations and gov 
ernments should act on that principle. 
But this sound advice contains no justi’ 
fication for the wild extravagance of 
the recent orgy of instalment buying.” 


THE EDUCATION OF A BANKER 


Should the prognostications of crime ex’ 
perts, calamity howlers, and disaster prophets 
be even partially realized, the following 
humorous curriculum might be proportion: 
ately timely: 

In the Old Days: 

Penmanship Drill, Mental Arithmetic, 
Compound and Simple Interest, Double En 
try Bookkeeping, Advising Depositors on 
Finance. 

In the New Era: 

Target Practice, Gas Mask Drill, Detec’ 
tion of Counterfeit Currency, First Aid Prac: 
tice, Camouflage in Payroll Delivery, Armored 
Car Service, ‘What To Do Until the Police: 
man Comes, Identification of Bandits, How 
to Detect Forgeries, Machine Gun Technique, 
Burglar Insurance, Hand Lifting —Roy H 
Fricke in “‘Life.” 





What They Say 


ROOM FOR ALL 


“Personally, I believe there is still 
a place in the United States for the 
capably managed independent bank. I 
am not ready to give up the idea of 
free initiative and of local co-opera- 
tion for which the independent banker 
has so long and so admirably stood. 
And in my study of the parallel evolu- 
tion of the chain in the retail field, I 
find encouragement for the belief that 
we shall in the future have not only 
efficient super-banking organizations of 
some form, each controlling many 
banking offices—organizations of which 
the present chain, group and branch 
organizations are the forerunners; but 
also, side by side with them, many 
eficient unit banks.”"—Paul L. Har- 
desty, assistant vice-president, Chatham 
Phenix National Bank and Trust Com- 
pany, New York. 


CO-OPERATION 


“Definite measures to improve the 
position of the automobile dealer and 
to effect a closer adjustment between 
manufacture and demand should make 
the current year a significant period 
for the automobile industry. Closer 
co-operation between dealer and pro- 
ducer should not only put automobile 
retailing upon a sounder basis but 
should contribute in large measure to 
the science of retail merchandising gen- 
erally."—“‘The Index” of the New 
York Trust Company. 


ON LOANING POLICIES 


“The banking situation at present is 
one that may lead to temptation and 
perhaps costly consequences if bankers 


should yield thereto. The banks have 
1 large volume of funds on hand which 
they want to put to work in order to 
make a better report of earnings. No 
longer does the call market in New 
York offer a satisfactory temporary out- 


let for surplus funds, as it did a year 
ago. I think it would be a serious 
mistake to lower the standards for 
measuring loaning risks in order to put 
these funds to work. It is better, I 
believe, to invest the funds temporarily 
at a lower rate, or even let them lay 
idle for a while, than to put the money 
out in doubtful loans that may later 
develop into losses. The fact that 
some financial institutions now com- 
peting with banks may be making loans 
on a more liberal basis does not justify 
the banks in departing from safe and 
sane appraisals and conservative bank- 
ing practices. Whatever other types 
of institutions may do, we must dis- 
charge our responsibilities to clients and 
to the public with the same high sense 
of trusteeship which has characterized 
banking in recent years. Every loan 
offered that measures up to standards 
of safety will undoubtedly be taken 
care of by the banks, but we should 
not, even in response to the plea that 
a liberal loaning policy will hasten the 
return of prosperity, risk the funds of 
depositors in any enterprises about 
which there are real elements of doubt. 
Any prosperity that is not based upon 
sound values and principles is bound 
to be temporary and transient and will 
prove, in the end, disappointing and 
costly."—Will C. Wood, California 
State Superintendent of Banks. 


DECLARATION OF 
INDEPENDENCE 


“We country bankers, and we are 
largely in the majority, do not object 
to selecting you metropolitan banks as 
our correspondents. We seek your 
advice, we trust you with our deposits, 
and if the Federal Reserve System 
would pass away so that we could give 
you all of our deposits we would, but 
we do not purpose to become tributary 
to your imperial will or become a 
branch of your great institution so 
that our community can be drained 
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of the idle balances of our people, to 
feed some other section of the country.” 
—E. C. Stokes, chairman of the board, 
First-Mechanics National Bank, Tren- 


ton, N. J. 


PROGRESS EXPECTED 


“With regard to the outlook for the 
more distant future, there is still a 
general disposition on the part of ob- 
servers to expect some progress in the 
autumn. This expectation, of course, 
does not imply that good business will 
return at a bound. In most cases, 
trade recovery is a gradual and irregu- 
lar process, with some industries report- 
ing swift progress, while others remain 
in a depressed condition for a much 
longer period. Moreover, business in 
the future will not be stimulated by 
the urgent need for post-war rehabili- 
tation that has been such a powerful 
influence in the last decade. This is a 


factor of significance that must be 
taken into account in any appraisal of 


the prospects for industry and trade 
in the years to come.”"—The “Guaranty 
Survey” of the Guaranty Trust Com- 
pany of New York. 


BIBLICAL ECONOMICS 


“Biblical history tells about the years 
of plenty followed by the lean years. 
Today we call them business cycles. 
We have learned to shorten the lean 
years but the effects are still the same. 
And they come over and over again. 
Today, unemployed men and women, 
experiencing lean days, are promising 
themselves that ‘if good times ever 
come back’ they will work harder, 
spend less, save more and provide more 
effectively for the future. We who 
are still at work, earning the same 
wages as in prosperous times (and that’s 
about 80 per cent. of us) are learning 
to live within our incomes; to set aside 
i greater part of our earnings for the 
inevitable bad times, and to enjoy 
securely good times when they are 
here. Well, better times are coming— 
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as they always do. In the judgment 
of competent business observers, im- 
provement should be noticeable in the 
fall. Will you remember your promises 
then? Saving in the years of plenty 
means plenty in the lean years.”—- 
Harris Creech, president, Cleveland 


Trust Company, Cleveland, Ohio. 


DOUBLE BOTTOM FOR 
PESSIMISM? 


“It seems clear that definite im- 
provement is going to come slowly. 
It is almost certain: that figures for in- 
dustrial production and for transporta- 
tion will be better in August than in 
July, and that an upward trend will 
be in evidence in September. Never- 
theless, while these changes will be in 
the right direction, they do not promise 
to be emphatic, and there is some likeli- 
hood that before they become apparent 
business sentiment may suffer another 
attack of gloom. Just as stock prices 
after a bear move often suffer a 
secondary reaction, so there may be a 
secondary reaction of sentiment, mak- 
ing a double bottom for pessimism.”-— 
Col. Leonard P. Ayres, vice-president 
Cleveland Trust Company, Cleveland, 
Ohio. 


IMPORTANCE OF CREDIT 


“Every day there are put into cir 
culation throughout the country -millions 
of dollars worth of commodities for 
which nothing has been given other 
than credit. As a nation we have over 
$300,000,000,000 in wealth, and only 
about $8,000,000,000 in money. Eli 
minate credit from our commerce 
today—put all our business on a cash 
basis—and seven-tenths of our business 
enterprises would shrivel up and die. 
Gold is the basis of our monetary sys’ 
tem, yet if all the employes in America 
should demand to be paid in gold next 
Saturday, there would hardly be enough 
gold in all the banks in the country to 
meet the weekly payroll.”—Dr. Stephen 
I. Miller, executive manager, National 
Association of Credit Men. 
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The Nationalization of Banking 


A British Symposium Expressing Various Opinions as to Whether 
Currency and Credit Should Be Controlled by 
Private Enterprise 


with economics excites such con- 
troversy as the proposal to na- 
tionalize the banking industry; but 
whereas adverse critics of the pro- 
posal are not slow in emphasizing its 
possible disastrous consequences, little 
constructive support appears to be 
forthcoming from those in favor. 
The present British Government, for 
instance, in view of its avowed social- 
istic beliefs and the past utterances of 
its members, should be openly com- 
mitted to the policy of banking na- 
tionalization, but nevertheless its 


present attitude appears vague and in- 
definite. 


Pi vie con no question concerned 


THE BRITISH LABOR PARTY'S VIEWS 


The government’s views on_ this 
question, however, may be taken as 
coinciding with the official views of 
the Labor Party, which are probably 
summed up in the paragraph cn bank- 
ing appearing in the recommendations 
contained in the Report on Currency, 


Banking and Credit issued by that: 


party. This reads: 

“The currency and credit policy of 
this country, on which the whole in- 
dustrial life of the nation depends, 
ought not to continue to be left in the 
hands of a purely private body. Con- 
trol of the Bank of England ought to 
be vested in a public corporation con- 
taining representatives of such essen- 
tial factors in the community as the 
Treasury, the Board of Trade, Indus- 


try, Labor, and the Co-operative Move- 
ment. . 


“Existing banking facilities ought to 
be extended to people with small means 
through the spread of municipal and 


co-operative banks the 


country.” 


throughout 


THE BRITISH LIBERAL PARTY'S VIEWS 


The Liberal Party, on the other hand, 
holds more pronounced opinions, as 
the following excerpt from “Britain’s 
Industrial Future” (the Report of the 
Liberal Industrial Inquiry) will show: 


“We are not in agreement with those 
who would nationalize the Bank of 
England, much less our banking system 
as a whole. On the contrary, we re- 
gard the Bank of England as an ad- 
mirable specimen of the ‘semi-Social- 
ized’ institutions which represent, in 
our view, the true line of development. 
But it ought to become part of the 
recognized duties of the Bank of Eng- 
land to regulate the volume of credit, 
so far as possible, with a view to the 
maintenance of steady trade conditions. 

“The dividends to the shareholders 
of the bank should be fixed perma- 
nently at their present figure, which 
figure should, however, be guaranteed 
by the whole assets of the bank. The 
surplus profits should normally be re- 
tained within the bank, as they are 
now, and used to increase its financial 
strength. In the last resort, however, 
any surplus profits which were not 
required for this purpose should be- 
long to the Treasury. We attach 
great importance to the financial 
strength of the Bank of England, and 
we think that the policy of further 
strengthening it would be facilitated by 
the removal of any suggestion that 
the great profits of its privileged posi- 
tion are being accumulated for the 
ultimate benefit of private persons.” 


In his Control and Reform of the 
Bank of ‘England, Roy Hopkins, re- 
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ferring to the Liberal Party’s state- 
ment, mentions that the names com: 
prising the committee which outlined 
these views include Walter Layton, 
editor of The Economist, and J. M. 
Keynes. 


WHAT BERNARD SHAW THINKS 


In The Intelligent Woman's Guide 
to Socialism and Capitalism, Bernard 
Shaw says: 


“No wonder the bankers, who make 
enormous profits and consequently have 
the greatest dread of having these cut 
off by the nationalization of banking, 
declare that no government could pos- 
sibly do this difficult work of hiring out 
money, and that it must be left to 
them, as they alone understand it! 
Now, to begin with, they neither 
understand it nor do it themselves. 
Their bad advice produced widespread 
ruin in Europe after the war, simply 


because they did not understand the 
rudiments of their business, and_ per: 
sisted in reasoning on the assumption 
that spent capital still exists, and that 
credit is something solid that can be 
eaten and drunk and worn and lived 
in. The people who do the really 
successful work of ‘hiring out the heaps 
of spare money in the bank for use 
in business are not the bankers but 
the bank managers, who are only em- 
ployes. Their position as such is not 
more eligible either in money or social 
standing than that of an upper division 
civil servant, and is in many respects 
much less eligible. They would be 
only too glad to be civil servants in- 
stead of private employes. As to the 
superior direction which deals with 
what may be called the wholesale in- 
vestment of the banked spare money 
as distinguished from its retail hirings 
to ordinary tradesmen and men of 
business, the pretense that this could 
not be done by the Treasury or any 
modern public finance department is a 
tale for the marines. The Bank of 
England is as glad to have a former 
Treasury official on its staff as the 
London Midland and Scottish Railway 
to have a former civil servant for its 
chairman.” 


SOME AUTHORITATIVE OPINIONS ON 
THE SUBJECT 


In view of the foregoing, and the 
great interest that attaches to the sub 
ject of the nationalization of banking, 
we have arranged for W. W. Paine, 


director of Lloyds Bank Ltd.; Dr. 
Riesser, chairman Central Association 
of the German Banks and Banking 
Industry, and Gilbert C. Layton, man- 
ager of The Economist, to express theit 
opinions in the following statements 
specially given for this symposium. 


BANKING NATIONALIZATION A 
DANGEROUS EXPERIMENT 


By W. W. PAINE 
Director of Lloyds Bank Ltd. 


In spite of the almost unanimous 
opinion of all who can _ reasonably 
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claim to have studied the matter, that 
central banks should be independent 
of the state and political control, 
Socialists continue to demand the na- 
tionalization of the Bank of England. 
Their policy at the moment may refer 
only to the central bank, but this is 
designed merely as a first step toward 
the control of the whole banking sys- 
tem. 

Control by such a “public corpora- 
tion” as was foreshadowed in “Labor 
and the Nation” would inevitably lead 
to political control, thus fulfilling the 
real object of the Socialist Party, 
which is to place the credit mechanism 
of the country at the disposal of those 
who realize the power that they will 
thus obtain to further their social 
schemes. 

Such an object is entirely inconsistent 
with all sound principles of banking 
as hitherto practised and understood, 
and would be fatal to banking effi- 
ciency. The experience of inflation, 
suffered in many countries during and 
after the war, demonstrated the con- 
sequences of subordinating economic 
principles to political expediency. Na- 
tionalization of banking would, how- 
ever, not only mean that the volume 
and distribution of credit were no 
longer to be determined on economic 
grounds, it would mean the demoraliza- 
tion of the public finances, for no 
government can be relied on in times 


of emergency to resist the temptation 
to make use for political purposes of 
the resources which would thus be 
placed within its power. 

In any case the difficulties which 
would have to be overcome before any 
scheme for the nationalization of bank- 
ing could be applied are immense. It 
is practically certain that foreign bal- 
ances, which are so essential to the con- 
duct of our trade, would be withdrawn 
from any bank under state control, and 
that this example would be followed 
by many British customers who would 
withdraw their deposits and place 
them with other banking organizations 
—such as the American, Colonial and 
Continental banks—which are at pres: 
ent carrying on business in this coun- 
try. It would be beyond the power 
of any government, or of Parliament 
itself, to “nationalize” those banks. 
They would, therefore, be driven either 
to make it illegal for the foreign and 
colonial banks to accept British de- 
posits, or to compel British subjects 
to keep their deposits in the state- 
controlled banks. 

This is only one aspect of the many 
serious national and international com- 
plications which would inevitably arise 
from any attempt to put into opera- 
tion a loosely defined and dangerous 
experiment for the nationalization of 
our banking system. 
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THE NATIONALIZATION OF with all the socialistic dreams of those 


BANKING MEANS BUREAU- 
CRATIC BUNGLING 


By Proressor Dr. RIESSER 


Chairman Central Association of the Ger- 
man Banks and Banking Industry, 
and editor of the Bank Archiv 


The question of the nationalization 
of banking is today no longer a topical 


one in Germany. It first arose and 
came up for discussion in November, 
1918, immediately after the collapse of 
the empire. But already in December 
of the same year the commission which 
had been appointed to examine it, and 
in which the supporters of a collectivis- 
tic economic system were in a majority, 
came to the conclusion that the main- 
tenance and increase of the circula- 
tion credit—and therefore the un- 
fettered function of the private credit 
banks—were the indispensable founda: 
tion required for the reconstruction of 
German economy. The somewhat more 
persistent idea that the real credit busi- 
ness should cease to be in private hands 
and be limited to the state, together 
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days, very soon lapsed into silence. 

As a matter of fact the idea of the 
nationalization of the banking indus 
try must. be dismissed. No calling re- 
quires such a high degree of personal 
responsibility of management as that of 
a banker. To be a banker means to 
obtain and to give credit. If a banker 
is to be a solvent debtor then he must 
be a liquid creditor. This nécessitates 
a vast store of knowledge and experi’ 
ence, quick decision, personal courage, 
a very keen sense of responsibility to 
ward creditors and debtors, the greatest 
trustworthiness, a strict confinement to 
the business in hand, and absolute free’ 
dom from political and especially party 
political influence. There can hardly 
be any -doubt that all these qualities 
cannot develop except as a result of 
independent and personally responsible 
activity. 

“Hands off all Nationalization of 
Credit.” This is also the view which 
the well-known German authority on 
national economy, Professor Dr. Lotz, 
defends in a review of “A Scheme for 





INCASSO-BANK wn. v. 
AMSTERDAM 
ROTTERDAM-THE HAGUE 
44 other Branches throughout HOLLAND 

ee «Bi, 30,000,000.00 
tar oe. ° i) iota 
Every Class of Banking Business Transacted 
Telegraphic Address: INCASSOBANK 


the Nationalization of Credit,” by Dr. 
Deumer, published in the Bank Archiv 
of February 1, 1927. Professor Lotz 
comes to the conclusion that, if Ger- 
many, for the sake of a few essentially 
secondary advantages, were to forego 
or compromise her banking organiza- 
tion, which has become historical, she 
would foolishly sacrifice a position in 
the economy of the world in which 
famous men have won for us both 
honor and a high reputation. Quite 
rightly, Professor Lotz considers it to 
be a very serious danger that—even 
if it were possible to avoid bureau- 
cratic mistakes in staff appointments, 
and to put always the right man in 
the right place—powerful and _influ- 
ential parties, whose advisory collabora- 
tién a state monopoly bank could not 
dispense with, would be likely to yield 
to the temptations to consider and 
favor their own selfish political and 
economic interests regardless of any- 
thing else, where important questions 
of allocating credits were concerned. 

But even if it were possible to grant 
only credits which are desirable from 
the point of view of national economy, 
and to refuse all others, how—asks 
Professor Lotz—would a situation in 
which everybody has.to trust the wis- 
dom of the monopolized bank direction 
and wait for salvation to come from 
above affect the spirit of enterprise, the 
courage and the economic initiative of 
the German business man or industrial- 
ist—qualities which are indispensable 
for the reconstruction of our national 
prosperity? 

Indeed, 


if we consider from this 
point 


view the difficult years of 


economic reconstruction through which 
Germany has lived, and the possibility 
of even more difficult years to come, 
we can congratulate ourselves that Ger- 
many, by refusing all attempts at na- 
tionalization, has preserved for herself 
the leading personalities of her economy 
and, last but not least, of her banking 
industry. 


WHAT IS IMPLIED BY THE 
NATIONALIZATION OF 
BANKING? 


By GitBert C. Layton 
Manager of The Economist 


The term “Nationalization of Bank- 
ing” should be clarified. Do we mean 
nationalization of credit or nationaliza- 
tion of municipal, private and trading 
banks, leaving the control of credit in 
the hands of a central institution? 
Again, do we merely mean the nation- 
alization of the central institution? 
Possibly Mr. Shaw would reply that we 
mean the nationalization of everything 
relative to currency, credit and bank- 
ing. But apparently there is no par- 
ticular demand for this wholesale na- 
tionalization outside Mr. Shaw and his 
supporters. Certainly I can _ find 
nothing in the official program of 
“Labor and the Nation” to support 
these views. 


—_ + ~— 


Vice-President: “So Givvens is a far-sighted 
banker?” 

President: 
terviewing applicants for a job as his secre- 
tary and he hired a good-looking blonde 
from the end of the line without even talk- 
ing to the others!"—American Banker. 


“Most certainly; he was in- 
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A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Paut EINnzic 


European Correspondent of THE BANKERS MAGAZINE and Foreign Editor of The 
Financial News, London 


interest rates in Europe during the 

last month, but the rates kept 
very near the minimum level they 
reached. The rising trend prophesied 
in many quarters has failed to ma- 
terialize so far, mainly owing to the 
slackness of business activity. In this 
respect, the situation has become, if 
anything, somewhat worse. The un- 
employment figures of most countries 
increased during July, nothwithstand- 
ing seasonal demand for agricultural 
labor. The comparatively small num- 
ber of American visitors and the re- 
duced scale of their expenditure is 
felt keenly in every country, and is 
largely responsible for the bad condi- 
tions in the hotel industry and luxury 
trades. Until the Wall Street crash, 
the wave of prosperity in the United 
States has been followed with envious 
eyes from Europe, but now everybody 
has realized that a prosperous United 
States is a preliminary condition of a 
prosperous Europe. 

The stock exchanges are invariably 
dull everywhere. While they were af- 
fected by the decline in New York in 
July they failed to respond to the bet- 
ter advices from Wall Street. Com- 
modity prices have also continued their 
downward trend. This time it was the 
turn of manufacturers to adjust them- 
selves to the decline of the price of 
raw materials. Crop _ prospects in 
Europe are not nearly as favorable as 
last year, which means an inopportune 
increase of imports in spite of the re- 
duced purchasing power. 


T iste was no further decline of 


EUROPEAN UNITED STATES 
The French government has received 
all the answers to M. Briand’s memo- 
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randum on the projected European 
United States. The text of the answers 
has been published, and they disclose 
a wide divergency of views on the 
scope of the plan. From the point of 
view of their attitude toward the 
scheme, the European governments may 
be divided into three groups. The first 
includes those countries which, like 
Poland, consider the maintenance of 
the status quo the principal task of the 
proposed organization. The second 
group includes countries which, like 
Germany or Hungary, considers the 
idea useful only if it leads to a re 
vision of the peace treaties. The third 
group consists of countries with ex- 
tensive interests outside Europe, which 
are not prepared to sacrifice these in- 
terests for the sake of a closer co 
operation with Europe. These coun- 
tries are, in the first place, Great 
Britain and Holland, which attach more 
importance to their relations with their 
colonial empires than to the doubtful 
advantages that can be gained from M. 
Briand’s scheme. Spain is also at pains 
to emphasize her close relation with 
Latin America. 

The French press expresses disap- 
pointment at the cold reception of the 
plan, although in the present circum: 
stances it was difficult to expect a 
better reception. Most governments 
agree that the scheme has to be placed 
within the framework of the League of 
Nations. Although few of the replies 
are satisfactory from a French point of 
view they provide a basis for further 
negotiations. 


THE INTERNATIONAL BANK 


The second monthly return of the 
Bank for International Settlements, 
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dated July 31, discloses some very in- 
teresting changes in the bank's assets 


and liabilities. The proceeds of the 
German Reparations Loan, which were 
held by the bank on June 30, and were 
reloaned on short notice, have been 
distributed since among the claimant 
governments, and have been for the 
most part redeposited with the bank 
through the intermediary of the central 
banks concerned. The amount of fixed 
deposits has increased considerably, 
while that of current account creditors 
has also advanced. The total resources 
of the bank have increased to some 
$260,000,000, so that it already carries 
weight in the international money 
market. It was rumored that the re- 
cent firmness of sterling was due to 
buying of British treasury bills by the 
bank. 

The staff of the bank is now com- 
plete, for the time being. The chair- 
man and deputy-chairman are American, 
the general manager French, the sec- 
retary-general Italian, the head of the 
liaisons department, the deputy secre- 
tary-general and the accountant-general 


° : ° ° President 

. Vice-President and Secretary 

- Manager, Foreign Department 
° > e e Cashier 
‘ e * Auditor 

Manager, Iloilo Branch 

° e Manager, Cebu Branch 

Manager, Zamboanga Branch 


are British, the head of the securities 
department is Belgian, the assistant 
general manager and head of the bank- 
ing department is German, and the 
head of the foreign exchange depart- 
ment is Japanese. Some of the posts 
were filled by officials formerly belong- 
ing to the permanent staff of the League 
of Nations. The liaisons department 
includes representatives of the central 


banks which hold shares of the bank. 
GREAT BRITAIN 


The situation in India, together with 
the world-wide depression, have resulted 
in an unexpectedly rapid increase of 
unemployment during the last few 
months. Not so very long ago, pessimis- 
tic forecasts anticipated an increase to 
2,000,000 by the end of this year. This. 
figure has already been exceeded, al- 
though the building season is in full 
swing. It is believed that during the 
winter unemployment may reach 2,- 
500,000 or even 3,000,000. Apparently 
any attempt to fight unemployment with 
the aid of palliatives providing tem- 
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porary work for a few thousand work- 
men has been abandoned for the time 
being. Although the figure of two mil- 
lions is disquieting, the increase during 
the last twelve months was much less 


than either in Germany or in the 
United States. While in Germany it 
has upset budgetary equilibrium, in 
Great Britain it is not likely to have 
any such effect. 

The number of those who advocate 
protection or empire free trade as the 
solution of the difficulties seems to be 
in steady increase. In order to counter- 
act this a counter-proposal was made 
from Socialist quarters for the estab- 
lishment of purchasing boards which 
would have the monopoly of the im- 
port of wheat and possibly other food- 
stuffs and raw material. Although it 
is undoubtedly possible to obtain con- 
cessions from foreign countries by such 
means without having to impose a duty 
on food and raw material, the experi- 
ence of the war has proved that such 
oficial organizations are bureaucratic 
and inefficient, and the consumer would 
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eventually have to pay the expenses of 
dilettante experimenting. 


BANK FUSION 


One of the most important banking 
deals of recent years was concluded 
during the last months. The Royal 
Bank of Scotland is to acquire a con- 
troling interest in Williams Deacon's 
Bank, which is predominently a Lan- 
cashire institution. Both banks will 
retain their separate existence, but 
there will be an interchange of directors. 
The Royal Bank of Scotland has been 
very ambitious and active during the 
last few years, and the object of this 
transaction is to secure an interest in 
a clearing bank. From the point of 
view of Williams Deacon’s Bank, the 
arrangement is highly advantageous for, 
being mainly engaged in financing Lan- 
cashire trade, it has to carry an un 
comfortable amount .of frozen assets. 

Almost simultaneously, it was an 
nounced that the Bank of England will 
transfer its West End Branch, of Bur- 
lington Gardens, W. 1., to the Royal 
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Bank of Scotland. The explanation of 
the Bank of England’s decision is that 
it wants to confine its activities as far 
as possible to the role of a central bank. 
This does not, of course, mean that it 
intends to discontinue all of its branches. 
The Law Courts Branch in Fleet street 
will be retained, as it has a number of 
official accounts and legal deposits. The 
provincial branches in Birmingham, 
Manchester, Liverpool, Leeds, New- 
castle, Hull, Bristol and Plymouth will 
also be carried on, for they perform an 
important function in supplying cur- 
rency to the districts in which they 
operate. They still issue their own 
notes of £5 and upwards and they act 
as bankers to local banks and to 
branches of London banks. 


FOREIGN LOANS 


The failure of the London portion of 
the Austrian loan and of the Skoda 
debenture issue duly indicates the un- 
favorable conditions prevailing in the 
London bond market. In the case of 
the Austrian loan, other European in- 
stalments were floated successfully, 
while the French portion of the Skoda 
issue was also a success. Apparently 
the London market is incapable of ab- 
sorbing any foreign bond issues for the 
time being. All recent issuzs are at a 
heavy discount, although in this respect 
the situation has improved lately to 
Some extent as a result of buying on 
foreign account. 

These adverse conditions have dis- 
couraged other would-be borrowers 
from attempting to raise any loans in 


London before the beginning of the 
holiday season. The Hungarian gov- 
ernment’s loan has been postponed for 
the autumn, and also the Polish mort- 
gage loan. Negotiations are said to 
have reached a fairly advanced stage as 
to a Yugoslav loan, but nothing is 
likely to happen for some months. 


GOLD EFFLUX 


The withdrawal of gold for France 
continued throughout July; though the 
daily amounts of losses were not ex- 
cessive the total loss rose to a consider- 
able amount. It did not cause any 
uneasiness in the markets, however, as 
it was well known that the authorities 
were prepared to allow the gold reserve 
to decline much further before raising 
the bank rate. While not so very long 
ago it was generally believed that 
Great Britain must retain a gold re- 
serve of at least £150,000,000 this is 
not considered any longer essential. 
Thus, even if a further efflux is 
reckoned with as a result of the seasonal 
pressure in the autumn it does not 
necessarily lead to a higher bank rate. 

There was a remarkable recovery in 
sterling toward the end of July and 
the beginning of August. Considering 
that it took place a few weeks before 
the beginning of the seasonal pressure 
it gave rise to theories according to 
which it was due to operations by the 
Bank for International Settlements. In 
fact, it was largely due to higher rates 
of interest on fixed deposits which at- 
tracted funds from New York. The 


recovery of sterling temporarily checked 
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the efflux of gold for France, but the 
resumption of the movement was gen- 
erally regarded as a mere question of 
time. 


FRANCE 


As the opposition was becoming 
troublesome in July, M. Tardieu 
availed himself of his right of closing 
the parliamentary session before the 
usual date. The government seems to 
have lost much of its popularity as a 
result of the recent Rhineland incidents, 


which were regarded by many people 
as a proof that the evacuation of the 


Rhineland was premature. This cir- 
cumstance is largely responsible for the 
stubbornness displayed by France in the 
course of the negotiations for the 
evacuation of the Saar district in which 
some French troops are maintained for 
the purpose of guarding the railways. 
As the Rhineland is no longer occupied 
there is no longer any reason for secur- 
ing the connection of the occupation 
army by maintaining these troops. At 
the same time, the French government 
naturally enough does not wish to face 
unpopularity by yielding on another 
point. 

The strong point of the French gov- 
ernment is the continuous improvement 
of the financial situation. The public 
debt, which amounted to 286,000,000,- 
000 francs in 1926, was barely 260,- 
000,000,000 francs in May last. Al- 
though the treasury repaid recently the 
Kreuger & Toll loan, it still possesses a 
surplus of about 15,000,000,000 francs, 
a great part of which consists of bal- 
ances abroad. The economic situation 
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shows signs of slackening of productive 
activity but so far there is no unem- 
ployment worth mentioning in France, 
and the wave of prosperity continues. 
In the circumstances, the government's 
position may be regarded as fairly safe. 


GOLD IMPORTS 


The influx of gold assumed larger 
dimensions than ever in July and early 
in August. In addition to the per 
sistent withdrawal from London—both 
from the Bank of England and the open 
market—there have been considerable 
shipments from New York and also 
from Amsterdam. But for the selling 
of foreign currencies by the Reichsbank 
there would have been substantial with- 
drawals also from Germany. Although 
the authorities are anxious to disclaim 
any responsibility for the movement, 
and even to emphasize that the influx 
is not welcome, the attitude of the press 
shows that a very strong section of pub- 
lic opinion would like to see a further 
increase of the gold reserve. The au’ 
thorities maintain that they are utterly 
helpless against the trend, which is due 
to the surplus of visible and invisible 
exports over visible and invisible im: 
ports, and to the inadequate nature of 
the Paris money market. 

It is difficult, however, to convince 
public opinion abroad about the impos: 
sibility of checking the gold influx 
owing to mere technical obstacles. The 
view is becoming more and more gen: 
erally adopted that the French au 
thorities would be well in a position to 
stop the movement should they desire 
to do so. The Paris money market 
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could be rendered more elastic by means 
of legislative measures increasing the 
freedom of action of the Bank of 
France. The export surplus could be 


absorbed by the resumption of lending 
abroad on a large scale. 


FOREIGN LOANS 


Although there has been much talk 
about encouraging the issue of foreign 
loans, and prohibitive taxation on new 
issues has been reduced to more normal 
level, there have been so far very few 
foreign issues in France. The French 
banking interests approached in order to 
obtain their participation in the Aus- 
trian loan declined to participate on the 
ground of certain outstanding differ- 
ences as to pre-war loans held in France. 
As the same negative attitude was 
adopted in respect of practically all 
international loans—with the exception 
of the German Reparations Loan which 
was issued mainly for the sake of 
France—it is not unreasonable to con- 
clude that the participation of French 
groups in such loans is officially dis- 
couraged. 

Judging by the success of the French 
portion of the Skoda debenture issue— 
the British portion of which was a 
failure—the French public seems to be 
inclined to support new foreign issues. 
It is hoped that after the holiday sea- 
son a formula will be found for the 
co-operation of the Paris market in the 
issue of international loans. It is stated, 
in fact, that negotiations are in progress 
for the issue of a second instalment of 
the Austrian loan which would be 
placed exclusively in France. The 
Yugoslav stabilization loan will also 
probably be issued with the participa: 
tion of French interests, if it is only 
for political considerations. 


GERMANY 


The coming general elections in 
September are causing a considerable 
amount of uneasiness in financial 
quarters. It is feared that the result 
will be the strengthening of the two 
extreme wings of parliament, the Com- 
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munists and extreme Nationalists. Should 
that be the case, it would be highly 
detrimental to business interests. It 
would interfere with industrial peace, 
and would check the movement of co- 
operation between employers and em- 
ployed for the reduction of prices. It 
would also deter foreign lenders from 
investing their capital in Germany, and 
would stimulate the withdrawal of for- 
eign capital already invested there. The 
pessimistic feelings in regard to the 
prospects are responsible for the dullness 
of the Bourse and for the flight of 
German capital, large amounts of which 
have been transferred to Switzerland 
during the last two months. 
Unemployment continues to increase 
rapidly, and has reached the figure of 
2,750,000, about a million above the 
corresponding figure for last year. At 
the same time, there have not been any 
big banking or commercial failures re- 
cently, and the feeling as to the actual 
business situation is not so pessimistic 
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as it was a month ago. A dark spot 
is the threatening railway deficit as a 
result of the competition of road traffic 
and waterways. In consequence of 
this, the state railways have to reduce 
their staff, thereby contributing to the 
increase of unemployment. 
BANK FUSION RUMORS 

Rumors of impending bank fusions 
are once more in circulation. This time 
it is the Dresdner Bank and the Darm- 
stadter und Nationalbank, the names 
of which are coupled together. Ever 
since the amalgamation of the Deutsche 
Bank and the Diskonto-Gesellschaft, it 
has been generally known that negotia- 
tions have been initiated also in other 
directions. Among others, the names 
of the Commerz- und Privatbank and 
of the Berliner Handelsgesellschaft have 
been mentioned. It is also considered 
possible that one of the leading private 
banking firms may be absorbed by one 
of the leading commercial banks. Al- 
though these rumors may be premature 
it is believed in German banking circles 
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that the next year or so will witness 
interesting developments. 

Official interference with banking 
activity appears to be on the increase. 
The scheme of converting the Gold 
Discount Bank into a bank specializing 
in the financing of exports has aroused 
the opposition of the banking interests 
which are affected by the scheme. An- 
other way by which the authorities seek 
to extend their influence in banking 
activity is the widening of the scope of 
the advisory board for. external loans. 
According to a scheme under considera- 
tion, in future it will have the right to 
decide upon internal loans, as well as 
short-term credits. 


BELGIUM 


As from August 1, Belgium is once 
more on an effective gold basis. Al- 
though the currency was stabilized in 
1926 until now the National Bank was 
not under legal obligation to buy or sell 
gold at a fixed price. Any gold trans 
actions which took place during the last 
few years were carried out on account 
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of the National Bank itself. The change 
is more nominal than real, as the belga 
has been kept stable ever since the 
currency reform of 1926. Simultaneously 
with the change, the National Bank 
reduced its rediscount rate to 2'/2 per 
cent., so as to prevent an influx of gold 
which would otherwise have followed 
the fixing of the buying price of gold. 

It is interesting to note that the 
National Bank of Belgium has followed 
the example of the Bank of France in 
fixing the minimum fineness of gold bars 
acceptable at .995. There are thus 
three countries now where this regula- 
tion is in force, the third being Switzer- 
land. With regard to the close economic 
and financial relations between France 
and Belgium, the latter had to adopt 
the same system, for a difference be- 
tween their gold regulations would have 
led to considerable inconvenience. 


SWEDEN 


Sweden is practically the only coun- 
try where there are still no signs of 
any slackening of the wave of prosper- 
ity. The index of production is con- 
siderably higher than for the corre- 
sponding period of 1929, which itself 
was a record year. The value of foreign 
trade also broke any previous records. 
The Stockholm financial market is fairly 
active, and several foreign loans have 
been placed during the last few months. 
Among others, a group of Swedish 
banks participated in the Austrian loan, 
but the bonds of the loans were not 
issued to the public. They were ac- 
quired by a finance company controlled 
by the leading banks, which issued its 
own debentures to the public, bearing 
interest at 6 per cent. against 7 per 
cent. of the original bonds. 


SPAIN 


In spite of the resolution of the gov- 
ernment to stabilize the exchange, the 
Peseta has continued to fluctuate ir- 
regularly. This is largely due to the 
unsettled political situation. It is hoped 
that once the elections place the country 
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again on a constitutional basis the situa- 
tion will improve in this respect. The 
government is determined to balance 
the budget and to encourage the influx 
of foreign capital by means of abolish- 
ing all discriminatory treatment against 
foreign capital and enterprise in Spain. 
The industrial monopolies established 
under the previous regime with the 
exclusion of foreign interests will be 
liquidated. 


HUNGARY 


There have been rumors in circulation 
lately about the possibility of the ques- 
tion of the vacant throne coming to the 
fore in the near future as a result of 
the coming of age of Archduke Otto in 
September. It seems, however, that all 
political parties in Hungary agree that 
the present moment is inopportune for 
seeking a solution of that question, and 
that, in any case, whenever it is solved 
constitutional methods will be employed. 
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The question is not likely, therefore, to 
interfere with the projected loan trans- 
action. 

The trade balance of the country 
shows considerable improvement against 
last year. Negotiations are in progress 
for the establishment of an institution 
which is to have the monopoly of the 
issue of mortgage bonds. The Guaranty 
Trust Company of New York and 
Hambros Bank will obtain the option of 
issuing the first instalment of these 
bonds abroad if an agreement is reached 
between all parties concerned. 


AUSTRIA 


The proceeds of the loan are being 
transferred to Austria, and have pro- 
vided a welcome relief, as the state 
railways have repaid the short-term 
advance they had obtained from a 
group of Austrian banks. The greater 
part of the proceeds of the first in- 
stalment has already been spent in 
anticipation of the loan. The govern- 
ment intends to issue another loan for 
the purpose of financing the housing 
scheme, the execution of which is in 
progress. Several provinces and mu- 
nicipalities are also engaged in negotia- 
tions with Swiss, American and British 
financial groups for arranging loans for 
them in the autumn. 


TURKEY 


A new party is being formed under 
the leadership of Fehti Bey, the late am- 
bassador in Paris. The program of the 
new party is to improve the economic 
and financial situation of the country, 
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and to pursue a less anti-foreign policy 
than the present government. The sus 
pension of the debt service, barely two 
years after the conclusion of the agree- 
ment with the creditors, and the un- 
favorable treatment to foreign capital 
and enterprise, have made it very diffi- 
cult for the Turkish government to ob- 
tain the collaboration of foreign interests 
in the financial reconstruction and eco- 
nomic development of the country. Al 
though industrial firms are willing to 
deliver goods on a credit basis the gov 
ernment is unable to obtain a sufficiently 
large cash loan to enable it to stabilize 
the currency and to establish the pro 
jected new state bank. 


ECONOMIC PROGRESS OF VENE- 
ZUELA DUE TO FOREIGN 
CAPITAL POLICY 


THE policy followed by Venezuela in the 
treatment of foreign capital is the chief fac- 
tor in the record of remarkable economic 
progress, and this in turn is responsible for 
the fact that the Venezuelan government re- 
cently decreed that the foreign debt should 
be cancelled in full, according to a recent 
statement of D. A. del Rio, assistant vice: 
president of the Central Hanover Bank and 
Trust Company of New York. 

“Venezuela has the smallest per capita 
public debt of any Latin American country, 
and gold in the treasury is sufficient to pay 
in full all national internal and _ external 
obligations. No country in the world en 
joys this unique position,” according to the 
statement, which continues: 

“The Venezuelan record prior to 1910 
was one of chronic budgetary deficits, in’ 
creasing floating debt, depreciated currency 
and unstable government. Today the cur 
rency is on a gold basis, and the monetary 
unit, the bolivar, has been subject to less 
fluctuation than other Latin American cur’ 
rency: since the end of the World War. 
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“The budget is not only balanced but for 
several years has been showing substantial 
yearly surpluses which have made possible 
the cancellation of all floating debt and re- 
duction of the funded debt by 75 per cent., 
or from 200,000,000 bolivars twenty years 
ago to 50,000,000 at present. Sufficient 
gold has also been accumulated to enable the 
government to announce recently that the 
entire foreign debt, amounting to slightly 
more than 24,000,000 bolivars, would be 
paid in tull. An agricultural and labor bank 
has been established with capital of 36,000,- 
000 bolivars and some 2700 miles of modern 
highway have been constructed. 

“During the last twenty years the poten- 
tial resources of the country have been ac- 
tively developed, and in the oil industry 
alone Venezuela occupies the position of 
second producing country. Ten years ago 
production was negligible, but 138,000,000 
barrels were extracted in 1929. It is esti- 
mated that American investments in the in- 
dustry are $200,000,000. 

“In 1928 Venezuela purchased goods in 
this country to the value of $38,000,000, 
and 1929 purchases were in excess of $45,- 
000,000. Last year we sold Venezuela 7527 
automobiles and trucks. In face of the 
sharp decline in our exports during the first 
quarter of 1930, Venezuela took American 
goods valued at $10,000,000. 
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“The Venezuelan economic advance is 
fundamentally the result of political stability 
and the use of a modern and efficient budget- 
ary system. This is primarily due to the 
policies of General Juan Vicente Gomez, 
who resigned the presidency in 1929 after 
controlling national affairs for twenty years.” 


THE WORST FEATURE 


The town was in a turmoil when the 11:58 
straggled in and the stranger dropped off at 
the railroad station. All about him, strong 
men had bowed their heads in grief and the 
weak men had given way utterly. 

“Why the excitement about here?” the 
stranger wanted to know. 

“Well,” one of the least gloom-stricken 
expounded, “young Jim Bingham has skipped 
out with old Jed Perkin’s pretty young wife 
and twenty thousand dollars of the bank 
funds—and the whole town was expecting 
him to pitch us to victory over Barnesville 
this afternoon—American Banker. 


TOO MANY 


First Yegg: “‘And when you held up the 
bank, did you lock all the personnel in the 
vault?” 

Second Yegg: “Naw, there wasn't room 
enough for eleven vice-presidents.—American 
Humor. 
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ROYAL BANK OF SCOTLAND TO 
TAKE OVER WILLIAMS 
DEACON’S BANK 


ROVISIONAL plans have been 
P announces for the merger of Wil- 
liams Deacon’s Bank by the Royal 


Bank of Scotland, Edinburgh. No 
physical amalgamation will take place, 
but the Royal Bank will acquire con- 
trol of Williams Deacon’s, shareholders 
of the latter being offered stock of the 
Royal Bank in exchange for their pres- 
ent holdings. Williams Deacon’s Bank 
will continue as a distinct unit, with 
its own board, but there will be an in- 
terchange of directors, and the Royal 
Bank will be in control. 

The areas served by the two banks 
are entirely separate, with the excep- 
tion of London, where co-operation 
should be mutually helpful. The Royal 
Bank is especially identified with Scot- 
land and has no interest in the indus- 


trial areas of the North which are the 
chief spheres of activity of Williams 
Deacon’s, which is governed from Man- 
chester. Williams Deacon’s has a seat 
in the London Clearing House, while 
the Royal Bank has not. 

The Royal Bank of Scotland is the 
largest Scottish bank, and was incor- 
porated as far back as 1927. Its head- 
quarters are in Edinburgh, but there is 
also a London office. 

The Scottish bank is offering its own 
stock’ in exchange for shares in the 
Manchester bank. For each 100 “A” 
shares (£5 shares £1 paid) of Williams 
Deacon’s, the Royal Bank of Scotland 
offers £63 of stock fully paid, and for 
each 100 “B” shares (£1 fully paid 
carrying a maximum dividend of 124 
per cent.) £70 of its fully paid stock. 

The stock of the Royal Bank of Scot- 
land has a market value of £345. The 
partly paid “A” shares of Williams 
Deacon’s Bank have a market valua- 
tion around 40s., while the fully paid 
“B” shares stand around 45s. apiece. 
The authorized and issued capital of 
the Scottish bank is £2,500,000. It was 
raised to this level from £2,000,000 in 
1924. For the year ended October 12, 
1929, there was a dividend of 17 per 
cent. on the stock. 

The authorized capital of Williams 
Deacon’s Bank is £10,000,000. Of this 
amount £1,562,500 is paid up on the 
*A” shares, and £312,500 on the “B” 
shares. 

For many years up to and including 
the year ended December 31, 1928, the 
Manchester bank had been paying a 
regular dividend of 1334 per cent. on 
its “A” shares. That distribution was 
paid in equal half-yearly instalments of 
64% per cent. The interim dividend 
for 1929 was maintained at 6% per 
cent., but the final that year was re’ 
duced to 6% per cent. owing to smaller 
profits as a result of the state of affairs 
in the staple industry of Lancashire. 
The interim dividend on the “A” shares 
for the current year was reduced to 6% 
per cent. The “B” shares have been re 
ceiving the distribution of 122 per 
cent., to which they are entitled. 
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BANK OF ENGLAND BRANCH 
TRANSFERRED TO ROYAL 
BANK OF SCOTLAND 


ARRYING out a policy begun 
some years ago of disposing of 

its private business and concen- 
trating its activities upon the duties of 
a central bank, the Bank of England 
has arranged for the transfer of the 
private banking business conducted at 
its western branch, Burlington-gardens, 
to the Royal Bank of Scotland. The 
branch will hereafter be known as the 
Royal Bank of Scotland, Western 
Branch, and will be continued at the 
same address and under the same man- 
agement. 

The private banking business of the 
Bank of England was inherited from 
the past but is recognized as being un- 
necessary and inconsistent with the 
duties of a central bank. The branch 
in Burlington-gardens has, unlike the 
other branches of the Bank of England, 
never issued notes and has played no 
part in the business of the bank as a 
central institution. 

Sixteen years ago the Portsmouth 
branch of the Bank of England was 


taken over by the London Joint Stock 
Bank. 


U. S. DROUGHT HELPS 
ARGENTINE 


THE serious drought in the United States 
will be reflected in marked improvement in 
conditions in the Argentine and much of the 
depression in agriculture and business may 
@ overcome, according to advices received 
from the Buenos Aires office of the Central 
Hanover Bank and Trust Company of New 


ork. 


Frs. 60.000.000 
Frs. 40.000.000 
Frs. 20.000.000 


Branches: 


BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Even at present prices for wheat, the Ar- 
gentine farmer can make a good profit and 
any increase in going quotations means sub- 
stantial addition to the profit margin, accord: 
ing to the report. The wheat crop promises 
to be abundant. 

More than 3,000,000 tons of corn are 
still to be exported, and it is probable that 
this tonnage will command prices far beyond 
anything considered possible a few weeks 
ago. It is estimated that Argentina will have 
12,000,000 bushels of linseed available for 
export between now and December, of which 
‘7,000,000 have not been sold. 

The heavy rains during the autumn (April, 
May and June), enabled farmers to prepare 
their land and sow grain under the most 
favorable conditions, and the recent dry, cold 
weather has checked excessive plant grqwth 
so that sowings are protected against late 
frost. It is estimated that the yield of wheat, 
linseed and small grains will be above the 
average. For the first time in many years 
the whole country has had the benefit of 
heavy rainfall. 

Retail trade has improved and the num- 
ber of failures during the last two months 
is smaller than anticipated. Improvement of 
prices for agricultural products will increase 
employment, purchasing power will be 
higher, trade more active and circulation of 
money in the interior stimulated. Large or- 
ders for American agricultural machinery and 
other commodities will doubtless follow the 
anticipated very general improvement. 


JAPAN REDUCES BANKS 


REDUCTIONS in the number of banks during 
the first half of 1930 were made in Japan 
as a result of a stiffening in government in- 
spection and a policy of financial reform, 
begun in the early part of 1927, according 
to reports from the finance and investment 
division of the United States Department of 
Commerce. 

During 1929 the number of banks de- 
creased 156 and at the end of last year there 
were 1070 establishments. During the first 
five months of 1930 there was a further de- 
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BANK OF ATHENS 


Established 1893 


Capital and Surplus . . Dr. 325.000.000 
Resources more than. . Dr. 3.270.000.0000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C. 3 


The Bank of Athens has a network of 96 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 

The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


cline of 33, resulting from 36 mergers and 
the establishment of three new institutions. 

Failure of the government properly to 
supervise banking was charged to have been 


one of the contributory causes to the 1927 
panic, and since that time, when some 39 
banks were closed, the government has closely 
followed the affairs of the commercial banks. 


International Banking Notes 


ET profits of the National Bank of 
New Zealand, Limited, London, for 


the year ended March 31, 1930, 

amounted to £282,917 after provi- 
sion was made for bad and doubtful debts 
and a bonus of £16,600 paid to the staff. 
To this amount has been added £155,153 
brought forward from the previous year, 
making an available total of £438,071. This 
has been allocated as follows: 


To interim dividend at the rate of 
12 per cent. per annum 
To premises account 
To pension and gratuity funds.... 
To final dividend at the rate of 12 
per cent. per annum 
To carry forward to next account 174,171 


The bank's paid in capital is £2,000,000, 
reserve fund £2,000,000, deposits and cur- 
rent accounts £12,165,675 and total re- 
sources £19,214,575. 


THEODORE ROUSSEAU, assistant manager of 
the Paris office of the Guaranty Trust Com- 
pany of New York, has been decorated by 
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the Legion of Honor. Mr. Rousseau is presi’ 
dent of the American Club in Paris. 


In its June 30, 1930, statement of condi 
tion, the Yorkshire Penny Bank,. Limited, 
Leeds, reported paid in capital of £1,000,000, 
reserve fund of £1,000,000, deposits of £28, 
769,324 and resources of £30,769,424. 

Deposits showed an increase of £37,764 
over the figure for June 30, 1929, and the 
total number of depositors exceeds 1,275,000. 
The bank has 3818 branches. 


ERNESTO BOGGIANO, managing director of 
the Banco de Reserva, Lima, Peru, visited 
New York this summer. He was the first 
officer of the Central Bank of Peru, which 
was organized seven years ago, to visit the 
United States. 


Tue London @ Eastern Trade Bank, Limited, 
London, reported profits for the year ended 
June 30, 1930, of £58,236, including £32, 
595 brought forward from the previous ac’ 
count. Out of this, a dividend of 4 per 
cent., less income tax, has been taken, total- 
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ing £18,600; £20,000 has been placed to 
inner reserve account; and £19,636 has been 
carried forward. 

In its statement of condition the bank 
showed paid up capital of £600,000, current 
accounts of £1,218,035, acceptances of £1,- 
$86,528 and resources of £3,462,801. Both 
acceptances and current accounts show a 
substantial growth from the same date last 
year. Total resources have also increased 
from £3,145,043 to the present figure. 


ViscouNT GLENAPP and Roger Wright have 
been appointed directors of Westminster 
Bank, Limited, London. 


IN conjunction with the statement of account 
as of June 30, 1930, the Midland Bank, 
Limited, London, has published a compara- 
tive statement, showing figures for each of 
the items on the statement for June 30, 1928, 
and the same date in 1929, as well as for 
1930. 

According to this comparative statement, 
capital and reserve of the bank have increased 
from £13,432,968 each to £14,091,201 each. 
Deposits, which as of June 30, 1930, total 
£379,169,669, have declined from both 1928 
and 1929, as have total resources, which as 
of June 30, 1930, were £436,892,733. 

The directors of the bank have announced 
an interim dividend for the half-year ended 
June 30 at the rate of 18 per cent. per an- 
num less income tax. The dividend for the 
corresponding period of 1929 was at the 
same rate. 


Fritz EHRENFEST has resigned from active 
management of the Austrian Credit-Anstalt 
in Vienna and will take charge of the ac- 
tivities of the bank in Western European 
countries. He has been elected a director 
of the Credit-Anstalt, will continue as a di- 
rector of the Amstelbank in Amsterdam and 
will be elected a director of the Societe de 
Banque pour le Commerce et I"Industrie in 
Paris, in which the Credit-Anstalt and Am- 
stelbank have interests. 


JUNE 30, 1930, statement of Barclays Bank, 
Limited, London, shows capital paid up of 
£15,858,217, reserve fund of £10,250,000, 
current accounts of £338,796,469 and total 


resources of £379,035,525. An interim 
dividend at the rate of 10 per cent. per 
annum on the “A” shares and 14 per cent. 
Per annum on the “B” and “C” shares has 
heen declared by the board of directors. 


THE Munster @ Leinster Bank, Limited, 
Cork, has reported profits for the half-year 
ended June 30, 1930, of £92,242, after de- 
ducting expenses, providing for interest on 
deposits, rebate on bills and for all bad and 
doubtful debts. To this has been added 


{39.272 brought forward from the last ac- 
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count, making £131,514 available for dis- 
tribution as follows: 


To interim dividend at the rate of 14 

per cent. per annum, free of in- 

I Us 55614 erein.o 01s 0 61s Sins gs Se 
To transfer to contingencies account 10,000 
To reduction of premises account.. 15,000 
To staff pension fund 10,000 
To carry forward to next account.. 44,014 


As of June 30, the bank had capital of 
£750,000, reserve fund of £1,000,000, de- 
posit accounts of £24,460,518 and resources 
of £27,159,033. 


CuHarLes A. Woop has gone to Paris, where 
he will be associated with the representa- 
tive office in that city of Central Hanover 
Bank and Trust Company of New York. 
Mr. Wood is a graduate of the United States 
Naval Academy and of Columbia Univer- 
sity Law School. 


GERALD N. B. Watkins has been appointed 
resident London representative of the 
Chatham Phenix National Bank and Trust 
Company of New York. He was formerly 
an officer of the Anglo South American 
Trust Company of New York and was also 
connected with the Hong Kong and Shanghai 
Banking Corporation in London. 





Directors of Westminster Bank, Limited, 
London, have declared an interim. dividend 
of 10 per cent. for the half-year ended June 
30 on the £4 shares and the maximum divi- 
dend of 6% per cent. on the £1 shares for 
the same period. 

The bank's statement as of June 30 
showed paid up capital of £9,320,157, re- 
serve of a like amount, current accounts of 
£295,655,087 and resources of £334,108,740. 


TuHeE Bank of Estonia has issued in booklet 
form its annual report for 1929. The book- 
let contains a resume of business and financial 
conditions throughout the country as well as 
a summary of the bank’s activities during 
1929. 


Report of the directors of the National 
Economic Bank, Warsaw, for 1929, which 
has been published in booklet form, con- 
tains: General economic position in Poland 
in 1929; the activity of the National Eco- 
nomic Bank in 1929; observations on the 
balance sheet for the year 1929; and a list 
of statistical tables. 


STATEMENT of condition of the Union Bank 
of Australia, Limited, London, as of Febru- 
ary 28, 1930, shows paid up capital of £4,- 
000,000, reserve fund of £4,850,000, deposits 
of £34,584,516 and resources of £46,760,669. 


Barciays Bank, Canada, is to open a bank 
in Toronto, according to recent reports. The 
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institution, which is an affiliate of Barclays 
Bank, Limited, London, opened a head of- 
fice at Montreal last fall. 


THE publishers of La Revista de Economia 
Argentina have begun publication of a 
monthly edition of the magazine in English 
under the title of “Review of Argentine 
Economics.” The magazine contains statis- 
tical data, both economical and financial. 


A HIsTorY of the Government Savings Bank 
of New South Wales, written by Noel Grif- 
fiths, is being distributed by the commis 
sioners of the bank. The book contains al- 
most 100 pages of text and is interestingly 
illustrated with photographs of bank of 
ficials of the present day and of earlier times, 
together with pictures of various of the 
bank's offices. 


Tue Midland Bank, Limited, London, has 
issued a revised edition of a booklet entitled 
“The Service of the Midland Bank," copies 
of which are available at the head office, 
Poultry, London, E.C.2, or at any branch. 
The work contains illustrations of some of 
the facilities available to the public, a map 
showing by counties the distribution of the 
2070 branches in England and Wales and 
diagrams indicating the growth of the insti: 
tution. There is also a photographic re’ 
production of the exterior of the new head 
office building. 





Across the Dominion, from coast 
to coast, the Bank of Montreal operates 
through more than 650 branches. These 
branches, in conjunction with the offices 
the Bank maintains in New York, 
Chicago and San Francisco, afford 
American financial houses a source of 
complete information concerning trade 
with Canada, as well as unsurpassed 
facilities for the transaction of their 


business with that country. 
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NEW YORK 
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j ’ ; > : "27 South LaSalle Street 


333 California Street 


Current Conditions in Canada 


conditions in Canada this fall 
is seen by Canadian bankers 
the 
slackness. Witness the August Monthly 


H OPE for improvement in business 


even during usual mid-summer 
Commercial Letter of the Canadian 
Bank of Commerce, Toronto, which 
says: , 
“Business in Canada is experiencing 
the usual mid-summer slackness, with 
the demand for summer goods some- 
what below the average. Apart from 
staple groceries, which are moving at 
a normal rate, wholesale trade remains 
quiet, and retail trade, while compara- 
tively more active, is still only fair. 
Nevertheless, as uncertainty with regard 
to the new crops is gradually dissipated 
by each succeeding report, as consump- 
tion and production approach adjust- 
ment, as some signs of industrial im- 
Provement begin to appear in the 
United States, the situation with re- 


gard to business in Canada will eventu- 
ally become clearer. 

“The latest available official statistics 
are encouraging,” the report continues, 
“for although they necessarily do not 
completely review the situation to the 
date of this writing, they indicate either 
the development of a gradual improve- 
ment that has not been offset by un- 
toward factors during the last month, 
or at least a relatively satisfactory con- 
dition as compared with normal periods 
in the past.” 


DEVELOPMENT OF WATER POWER 
PROJECTS 


Development of a number of water 
power projects which is being under- 
taken in Canada will do much to in- 
fluence business favorably, in the opin- 
ion of the Royal Bank of Canada, as 
expressed in its Monthly Letter for 
August. 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 
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SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


“The power projects now under de- 
velopment in Canada,” it says, “will 
necessitate the expenditure of more 
than one hundred million dollars a year 
during each of the next three years. 
Investment on this scale constitutes ob- 
jective evidence of a substantial belief 
in the continued expansion of Canadian 
industries. The estimate of the future 
capital requirements of the electric 
power industry is from a recent pub- 
lication of the Dominion Water Power 
and Reclamation Service of the Depart- 
ment of the Interior, and is based upon 
conservative estimates of the probable 
costs of projects already undertaken. 
Expenditures of this type have a far- 
reaching influence upon business. The 
wage payments for such construction 
serve to create new buying power. An 
even more important influence will be 
the expenditure resulting from the 
building of manufacturing plants to 
utilize the electric energy which will be 


generated by these new installations, 
Beyond these, again, lie the wages which 
will be paid to the workers who will 
be employed in the new plants. It is 
the far-flung consequences of expendi: 
ture such as these that bring on these 
readjustments that herald the return of 
prosperity. Although there are other 
plans for important building projects, 
none will have a more intimate bearing 
upon the industrial development of 
Canada than those now contemplated 
by the power industry.” 


BANK OF MONTREAL'S SUMMARY 


The Bank of Montreal in its Business 
Summary for July 23 presents a less 
cheerful picture’ “The grain movement 
remains slow,” it says, “shipments from 
the port of Montreal having fallen since 
May 1 upwards of 20,000,000 bushels 
below last season. Car loadings have 
not yet definitely turned upward, bank 
clearings do not expand and unemploy- 
ment does not appear to diminish. 
Crops, upon the extent of which gen: 
eral trade greatly depends, are coming 
on favorably in many sections. 
The recession in prices of 


all their 
products has reduced the purchasing 
power of farmers and contributed ma- 
terially to the quiet state of general 


business. . The new United 
States tariff with its upward revision 
of duties on many farm products such 
as Canada has shipped to that country, 
notably livestock, cream, milk and po 
tatoes, deprives Canadian farmers in a 
considerable measure of a market, and 
necessitates adjustment to the changed 
condition.” 

To offset these seemingly unfavorable 
comparisons, the Summary suggests: “It 
may be added, however, that the un 
favorable factors in the general situation 
are brought into prominence largely by 
comparison with the recent period of 
exceptionally brisk and expanding busi’ 
ness; if the comparison is carried back 
to conditions three or four years ago 
the present volume of trade activities 
will be found to be extensive.” 





THE BANKERS MAGAZINE 


IRON AND STEEL 


This situation is found to be true in 
the case of the iron and steel industry, 
where a comparison made by the Ca- 
nadian Bank of Commerce shows that, 
although the industry has been operat- 
ing this year at a capacity about 14 
per cent. below that of 1929, its output, 
especially of steel, has been greater than 
in any post-war year except 1928 and 
1929. “When it is recalled,” says this 
bank, “that production fell nearly 40 
per cent. from 1920 to 1921, and an 
additional 30 per cent. during the fol- 
lowing year, it will be seen how far 
present conditions are removed from 
those of nine years ago. Recent orders 
for steel rails will keep some eastern 
mills operating at normal capacity dur- 
ing the next few months.” 


CONSTRUCTION 


In construction, also, it is comparison 
with the unusual figures for 1928 and 


1929 that makes present figures seem so 
low. Says the Canadian Bank of Com- 
merce: “The construction of highways, 
of other public works and of utility 
plants continues apace, and insofar as 
labor is fluid, the general employment 
situation is thereby improved. The 
value of construction contracts awarded 
in Canada during July, according to 
MacLean Building Reports, Limited, 
was the lowest since March and only 
half the figure for July, 1929, while, 
according to our computation, the 
amount of work contracted for and 
awaiting completion is at this time 
about 24 per cent. less than a year ago. 
On the other hand, it must be remem- 
bered that by far the greater part of 
highway construction is not included in 
these figures, that 1929 was a record- 
breaking year, that the awards for the 
last month compare favorably with the 
averaxe for July over the seven-year 
period 1920-26, inclusive, that the chief 
decline has been in engineering works, 
which for some months occupied a 
predominating place in the construction 
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program, and that as the new develop- 
ment and other plants progress in con- 
struction they will provide a market for 
more labor.” 


FOREIGN TRADE 


The situation of foreign trade is sum- 
marized by the Bank of Montreal as 
follows: 

“The decline of external trade has 
not yet been arrested, total foreign com- 
merce of Canada in June having fallen 
to $172,304,000 from $226,441,000 in 
the corresponding month ‘last year, a 
decrease of 24 per cent. Lower prices 
account for some of the decline, but 
lessened quantity, both inward and out- 
ward, has contributed to the loss. In 
the first quarter of the current fiscal 
year the aggregate foreign commerce of 
Canada has diminished $148,941,000, 
imports falling $70,367,000, and ex- 
ports $78,574,000, and it is notable that 
in exports a decline has occurred in 
every class of commodity. Particularly 
so is this the case with wheat and flour, . 
shipments of which have decreased 
$32,057,000 in the last three months 
compared with a year ago, while the 
value of exports of automobiles and 
parts has declined in the same period 
from $11,062,000 to $4,909,000. A 
year ago the balance of trade turned 
against Canada when in the three 
months to June 30, imports exceeded 
exports by $44,000,000. This year the 
adverse balance in the same quarter was 
$52,000,000.” 


HAWAIIAN BANKS TO MERGE 


MERGER of the Bank of Hawaii, Ltd., Hono- 
lulu, and the Bank of Maui, Hawaii, has 
been approved by the directors of the two 
institutions. It is understood that the basis 
of the merger will be an even exchange of 
shares. The Bank of Hawaii, Ltd., has in- 
creased its capital from $1,500,000 to $1,- 
650,000 for the purpose. 

The merger will involve combined deposits 
of more than $36,000,000 and total assets 
of more than $43,500,000. The approval 
of at least 75 per cent. of the outstanding 
stock is needed, according to the report. 





Cornhill frontage of the new head office building of Lloyds Bank Limited, London. 


Lloyds Bank New Head Office 


, | ‘HE new head office building of 
Lloyds Bank Limited, London, 
which has recently been completed, 

is situated in the heart of London’s 

financial district, with entrances on both 

Cornhill and Lombard streets. 

Both fronts are of Portland stone on 

a granite base and rise eighty feet from 

the pavement level to the top of the 
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main cornice. On the Cornhill side are 
great Corinthian columns, but a pilaster 
treatment has been substituted on the 
Lombard street facade, as being more 
fitting for the frontage to a narrow 
street. The design of the building is 
classic to harmonize with surrounding 
buildings. 

In the center of the building, on the 
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ground and mezzanine floors, is located 
a lofty banking hall, which is flanked 
on all sides by monolothic marble col- 
umns. Incorporated in the rubber floor 
is a fine mosaic medallion showing the 
“Black Horse” sign of the bank. Pub- 
lic counters are of marble with bronze 
grilles. 

A marble staircase at the west end 
of the hall connects all the floors of the 
bank and there are, in addition, twenty- 
one elevators, eleven of which are for 
the use of customers. 

The vaults of the bank are located in 
the three basements, where also are 
rooms for heating and mechanical serv- 
ices. Seventeen vault doors, each weigh- 
ing fifteen tons, guard the entrances to 
the various vaults. 

The fourth and fifth floors are oc- 
cupied by suites of rooms for the chair- 
man, the board of directors, and the 
general managers. The rooms on the 
fourth floor have pine paneling after 
the manner of the English Renaissance 
work of the eighteenth century. The 
committee rooms on the fifth floor are 
paneled in walnut with figured veneer 
panels and the board room has been 
designed especially to be as nearly per- 
fect as possible acoustically. Walls are 
lined with a material to absorb sound 
and prevent reverberation and the plain 
ceiling will act as a sounding board. 
At one end of the room the walnut 
paneled work rises to the ceiling to 
provide a reflector for the voice. 

Every means to reduce noise in the 
building has been employed. All the 
ofhce ceilings have been finished in ab- 
sorbent acoustic plaster, floors of cor- 
ridors and public spaces have been cov- 
ered with rubber, and elevator doors 
have been made as nearly silent as pos- 
sible. 

The most modern method of heating 
system—a smokeless oil heating plant— 
has been installed, doing away with the 
need for radiators. A ventilation sys- 
tem has been installed, and most of the 
Windows are of a special glass which 
admits ultra-violet rays. In one room, 
where 140 ledger clerks will work, arti- 
heial sunlight is supplied by a series of 
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lighted wall panels, made to represent 
windows. Similar panels across the 
ceiling and soft yellow walls heighten 
the effect. 


Lombard Street entrance to the new 
head office building of Lloyds Bank 
Limited, London. 


A telewriter system and a traveling 
belt are used to conduct messages, 
checks and documents from one de- 
partment of the bank to another. 


—— aS 


Directors of the Bank of New Zealand, 
Wellington, reported profits of that institu- 
tion for the year ended March 31, 1930, of 
£969,733, after providing for expenses of 
management, bad and doubtful debts and 
other contingencies, and making provision 
for the annual donation to the provident 
fund and for a bonus to the staff. From 
this sum has been subtracted £21,199, in- 
terest on guaranteed stock, and £617,591, 
the balance brought forward from the pre- 
vious year, has been added, making a total 
of £1,566,125, which has been allocated as 
follows: 


To dividend on Preference A shares. . £50,000 
To dividends on C Long-Term Mort- 

gage shares 
To dividends on D Long-Term Mort- 

gage shares 
To dividends on Preference B shares. 162,500 
To bonus on Preference B shares.. 18,750 
To dividends on ordinary shares...500,000 
To bonus on ordinary shares 
To transfer to reserve fund 
To carry forward to next account.. 623,156 





National Banks Increase Resources 


N increase of $1,768,041,000 in 
Az! resources of the reporting 
national banks in continental 
United States, Alaska and Hawaii, from 
March 27, 1930, to June 30, 1930, 
was announced by John W. Pole, 
Comptroller of the Currency, recently. 
Resources as of June 30 aggregated 
$29,116,539,000 for the 7252. banks, 
while on March, 27 a total of 7316 
banks reported a figure more than a 
billion and a half dollars less. The 
- latest figures are also an increase of 
$1,676,311,000 over the amount re- 
ported by 7536 banks as of June 29, 
1929, the date of the corresponding 
call a year ago. 

Loans and discounts, including re- 
discounts, on June 30, 1930, amounted 
to $14,887,752,000, an increase of 
$238,999,000 since March 27, 1930, 
and an increase of $86,622,000 in the 
year. 

Holdings of United States Govern- 


ment securities totaled $2,753,941,000, 
which was an increase of $31,098,000 
in the three-month period but a de- 


crease of $49,919,000 in the year. 
Other miscellaneous bonds and securi- 
ties owned aggregating $4,134,230,000 
exceeded by $301,401,000 and $281,- 
555,000 these investments on March 
27, 1930, and June 29, 1929, respec- 
tively, 

Balances due to reporting banks from 
other banks and bankers, including 
lawful reserve with Federal Reserve 
banks of $1,421,676,000, were $5,001,- 
568,000 and showed increases in the 
three and twelve-month periods of $1,- 
130,147,000 and $1,087,519,000,  re- 
spectively. Cash in banks amounting 
to $342,507,000 was a decrease of $8,- 
134,000 since the date of the previous 
call, but an increase of $44,504,000 in 
the year. 

The paid in capital stock aggregated 
$1,743,974,000, which amount was 
$39,566,000 more than on March 27, 
1930, and $116,599,000 more than re- 
ported on June 29, 1929. Surplus 
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funds of $1,591,339,000 showed in- 
creases of $37,795,000 and $112,287, 
000 in the three and _ twelve-month 
period, respectively. Net undivided 
profits, excluding reserve accounts, 
amounted to $545,873,000, exceeding 
by $4,678,000 and $58,369,000 this 
item reported for March, 1930, and 
June, 1929, respectively. The com 
bined surplus and net undivided profits 
on the date of the recent call aggre- 
gated $2,137,212,000. 

The liability of reporting banks on 
account of circulating notes outstand- 
ing was $652,339,000, an increase of 
$2,636,000 since March, and an in 
crease of $2,887,000 in the year. 

The total deposit liabilities were $23,- 
268,884,000, showing increases in the 
three and twelve-month periods of $1, 
627,906,000 and $1,670,796,000,  re- 
spectively. The aggregate on the date 
of the current call included due to 
banks and certified and cashiers’ checks 
outstanding of $3,418,148,000, United 
States deposits of $171,964,000, other 
demand deposits of $10,926,201,000, 
and time deposits of $8,752,571,000. 
In the latter amount are included sav- 
ings passbook accounts of $6,070,683,000, 
time certificates of deposit of $1,357, 
461,000, and postal savings of $107, 
980,000. Savings passbook accounts on 
June 30, 1930, numbered 15,954,689. 

Money borrowed represented by bills 
payable of $127,077,000 and redis 
counts of $101,956,000, a total of 
$229,033,000, showed an increase of 
$3,379,000 since the previous call but 
a decrease of $485,474,000 in the year. 

The percentage of loans and dis 
counts to total deposits on June 30, 
1930, was 63.98, in comparison with 
67.69 on March 27, 1930, and 68.53 
on June 29, 1929. 


“And your husband has a_ prosperous 
business, I suppose?” 

“Oh, yes, he is taking in a lot of money. 
Only last night he told me a receiver was 
to be appointed to assist him.” 





Program Announced for A. B. A. 
Convention 


gers and their attendant per- 

sonnel problems, state taxation of 
national banks, bank failures and un- 
satisfactory earnings—these and other 
current banking problems will be 
brought before the American Bankers 
Association at its annual convention, to 
be held in Cleveland September 29- 
October 4. 

Some of the subjects will be taken 
up in conferences and others by means 
of reports of committees in general 
meetings of the convention. A special 
conference, for instance, will be con- 
ducted by the committees on taxation 
to take up the question of possible 
amendment of the law relating-to state 
taxation of national banks. On the 
other hand, the subject of group, chain 
and branch banking, will be brought 


Bes = and group banking, mer- 


a 


into a general meeting by the report of 
the Economic Policy Commission. The 
Bank Management Commission will 
hold a special conference, as will the 
protective committee, which will con- 
sider the problem of protecting banks 
from banditry and other forms of 
crime. 

New circumstances, “perhaps a modi- 
fied public opinion” and legislative in- 
vestigations of banking that “may lead 
we know not where” mean that “never 
before has banking in the United States 
been confronted by similar conditions,” 
and “it therefore behooves every bank 
executive who can to participate, both 
for the good of banking as a whole and 
for his own special benefit,” in this 
year’s convention, John G. Lonsdale, 
president of the association, has told its 
members. 


‘he Cleveland Public Auditorium, in which the general sessions will be held. 
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“This year, perhaps as never before, 
the convention should appeal to bank- 
ers, for never before has the banking 
business in the United States been con- 
fronted by similar circumstances and 
conditions. ‘ 

“There are legislative hearings and 
investigations of banking pending that 
may lead we know not where. Earnest 
men in official and in private life are 
conscientiously trying to find the right 
of many questions, trying to find the 


J. C. McHannan 


Vice-president Central United National 

Bank of Cleveland and chairman of the 

hotel committee for the A. B. A. con- 
vention. 


correct answers to strange and perplex- 
ing problems. It is the duty of all of 
us in the profession to help so that 
public opinion may be clear, and not 
confused, that our business and all busi- 
ness may pursue a course during the 
coming years that will retain the pros- 
perity our nation possesses and that will 
multiply that prosperity.” 

That bankers realize the importance 
of the convention this year is shown by 
the advance reservations, which have 
been unusually large. J. C. McHannan, 
vice-president of the Central United 
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National Bank of Cleveland and chair- 
man of the housing committee, expects 
a record-breaking attendance. 


NAVY BAND TO PLAY 


The Cleveland entertainment com- 
mittee, under the leadership of Allard 
Smith, executive vice-president of the 
Union Trust Company, has provided 
a wide variety of entertainment for 
convention delegates and their wives, 
including a fashion revue, sight-seeing 
trips, polo games, boxing matches, etc. 
One of the high spots of the entertain- 
ment will be a concert by the United 
States Navy Band, which will give a 
concert on the final evening of the 
convention. 

Continuing a feature of former con- 
ventions, a model bank library will be 
on exhibit during the convention. In 
addition to the standard books on bank- 
ing, books published during the last 
year which have proved of interest to 
bankers will be found on the shelves. 
Banking services, model files of pam: 
phlets, clippings and information on 
corporations will be a part of the dis 
play. 

The model library will be located on 
the mezzanine floor of Hotel Cleveland 
and will be open daily during the con- 
vention. 

Miss Emma M. Boyer, of the Union 
Trust Company, Cleveland, is chairman 
of the committee in charge of the dis 
play. Other committee members are: 
Miss Alta B. Claflin, Federal Reserve 
Bank, Cleveland; Miss Edna I. Caster’ 
line, Mellon National Bank, Pittsburgh: 
Miss Ethel L. Baxter, librarian Amer’ 
ican Bankers Association, New York 
City, and Miss Helen G. Prouty, Com: 
monwealth Securities, Inc., Cleveland. 


PROGRAM 


The detailed schedule .of meetings 
as announced is as follows: 

Monday, September 29, in Hotel 
Cleveland, 8.15 a. m., Membership 
Committee; 9 a. m., Insurance Com’ 
mittee, Public Relations Commission; 
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The United States Navy Band, in front of the Congressional Library at Washington, 
D. C. The band will appear at the convention. 


9.30 a. m., State Bank Division general 
meeting, Tax Conference Special Com- 
mittee on Section 5219 United States 
Revised Statutes and Committee on 
Taxation, Savings Bank Division Ex- 


ecutive Committee, Trust Company 
Division Executive Committee, National 
Bank Division Executive Committee; 
10.30 a. m., Economic Policy Commis- 
sion; 12.15 p. m., Commerce and 
Marine Commission; 1.30 p. m., State 
Secretaries Board of Control; 2 p. m., 
National Bank Division general meet- 
ing, Fiftieth Anniversary Committee; 
2.15 p. m., State Legislation Committee 
and State Legislative Council; 2.30 p. 
m., American Bankers Association Edu- 
cational Foundation Trustees, . Bank 
Management Commission, Agricultural 
Commission; 3 p. m., Public Education 
Commission; 3.30 p. m., Federal Legis- 
lation Committee and Federal Legisla- 
tive Council; 9. p. m., Executive Coun- 
cil. On call of chairmen, State Bank 
Division Executive Committee, Special 
Committee on Section 5219 United 
States Revised Statutes, Committee on 


Bankruptcy, Resolutions Committee, 
Protective Committee, Administrative 
Committee, Finance Committee. 
Tuesday, September 30, in Music 
Hall, Cleveland Public Auditorium, 9.45 
a. m., first general convention session. 
In Hotel Cleveland, 2 p. m., Trust 
Company Division general meeting, 
State Secretaries Section general meet- 
ing; 5 p. m., Nominating Committee; 
6 p. m., Subscription dinner national 
alumni association American Institute 
of Banking Section, conference dinner 
State Bank Division officers. 
Wednesday, October 1, in Music 
Hall, Cleveland Public Auditorium, 9.45 
a. m., second general convention session. 
In Hotel Cleveland, 2 p. m. Savings 
Bank Division general meeting; 6.30 
p. m., incoming president’s dinner to 
American Bankers Association incoming 
state vice-presidents and others. 
Thursday, October 2, in Music Hall, 
Cleveland Public Auditorium, 9.45 a. 
m., third general convention session. 
In Hotel Cleveland, afternoon, Execu- 
tive Council, Administrative Committee 





Roy A. Young Quits Reserve Board 


Re A. YOUNG, who has been 


governor of the Federal Reserve 
Board since 1927, has resigned 
that position to become governor of the 
Federal Reserve Bank of Boston. The 
resignation took effect September 1. 
Mr. Young succeeds W. P. G. Harding, 
who died April 7, as head of the Bos- 
ton bank. 
The reason for Mr. Young's change, 
as presented in his letter of resignation 
to President Hoover, was that he found 


Qunoerwoon & UNDERWOOD 
Roy A. YounG 


Who has resigned as governor of the 

Federal Reserve Board to become 

governor of the Federal Reserve Bank 
of Boston. 


it necessary to accept a position which 
paid him a larger salary than the one 
he received as governor of the Reserve 
Board. 

Mr. Young entered the banking busi- 
ness with the First National Bank of 
Marquette, Mich., as an errand boy. 
He rose by successive steps to assistant 
cashier before continuing his advance- 
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ment in Lake Linden and Houghton 
banks. He later became governor of 
the Federal Reserve Bank of Minne- 
apolis, which post he held when he was 
appointed governor of the Federal Re- 
serve Board. 

His letter of resignation read as fol- 
lows: 


“For some time it has been necessary 
for me to consider accepting a more 
remunerative position. As you know, 
the law does not permit me to accept 
employment with a member bank where 
my experience would naturally lead me. 
In addition the time for leaving has 
been a factor, because I have felt that 
I was not in a position to accept em- 
ployment elsewhere, regardless of how 
attractive an offer might be, when the 
credit conditions of the country were 
strained or disturbed. Obviously, these 
factors have limited the opportunities. 

“Now, however, it is clearly evident 
that the credit structure of the country 
is in an easy and exceptionally strong 
position, and an opportunity has come 
to me from the directors of the Federal 
Reserve Bank of Boston; that is, they 
have honored me by offering to me the 
governorship of that bank, a respon- 
sibility that I am very anxious to un- 
dertake and feel that I should. I, 
therefore, am tendering my resignation 
as governor and a member of the Fed- 
eral Reserve Board to become effective 
as soon as accepted by you. 

“I am taking this action with many 
regrets because I have thoroughly en- 
joyed the three years that I have been 
a member of the board, and that I 
have profited greatly in experience, as 
sociations and friendships there can be 
no doubt. I am most grateful to every 
one who has made it possible for me to 
accumulate such valued assets and I 
particularly take this opportunity to 
thank you for the many things you 
have done, both officially and privately. 
You have been most considerate on all 
occasions and I am deeply indebted to 
you. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 
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SELLING THE TRUST PROSPECT 


By A. B. CULBERTSON 


Trust officer, First National Bank, Fort Worth, Texas 


UR first problem is 
() to inform our pros- 

pect about the trust 
idea in general. The aver- 
age man knows very little 
about trust functions. He 
has a vague idea about trust 
service but has not thought 
of it as something that he 
can use to meet his own 
needs. 

There are two questions 
uppermost in the minds of 
our prospect, (1) what 
would happen to my estate 
if the bank should fail, and 
(2) what assurance have I 
that the present conserva- 
tive management and policies 
of the bank will be main- 
tained. These questions are 
pertinent and must be an- 
swered satisfactorily. 

If your bank or trust 
company is’ a member of 
the Federal Reserve System 
the provisions of the law re- 
quire that separate quarters 
be maintained for the trust 
department, with officers 
elected by the board of di- 
Tectors to supervise it, that 
trust funds cannot be de- 
Posited so as to be used by 
the bank unless securities 


From an address before the 


convention of the American 
Institute «:! Banking. 


approved by the Federal Re- 
serve Board are deposited to 
secure them, that securities 
and all trust investments 
must be kept under joint 
control, that trust assets can- 
not be mingled with bank 
assets or the assets of any 
other trust so that the bank 
cannot use them in its own 
business or profit from them 
in any manner. If the bank 
should fail the trust assets 
would remain intact and a 
successor trustee be ap- 
pointed to administer them. 

The second question is not 
so easily answered. We 
point out that our bank has 
followed conservative policy 
and enjoyed safe manage- 
ment over half a. century. 
With the strong interests 
back of it, we have every 
reason to believe it will con- 
tinue these policies. We 
point out that through the 
years our institution has suc- 


cessfully invested and man- 
aged millions of dollars de- 
posited by customers and has 
succeeded in building up 
large surplus and_ profits. 
Our customer must entrust 
his estate to someone. There 
is a degree of hazard con- 
nected with any plan. 
Would it not be less haz- 
ardous to entrust his estate 
to a perpetual institution 
where a group of experi- 
enced men would handle it 
under Government super- 
vision than to one or more 
individuals who have no 
greater lease on life than 
the officers and directors of 
our bank? 


ANALYSIS NECESSARY 


It is necessary in order to 
do effective selling that the 
whole estate of the prospect 
be analyzed and a plan 
worked out to supply his 
needs and effect his objec- 
tives. We should know 
something about the man, 
his business, his family and 
what he desires to do with 
and for them. We can then 

(Continued on page 401) 


A complete story on the Louisville 
Convention of the Financial Adver- 


tisers Association will appear in the 
October number of this department. 
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The Editor’s Page 


New York Evening 

World suggests that 
payroll holdups might be 
avoided by the general adop- 
tion by corporations of the 
practice of paying employes 
by check. The only obstacle 
which it sees to this sugges- 
tion is the reluctance on the 
part of New York banks to 
accept small checking ac- 
counts and the general diffi- 
culty which employes would 
consequently have in getting 
these checks converted into 
cash. The editorial went on 
to imply that the banks were 
neglecting an opportunity 
for public service in not ac- 
cepting these small accounts 
and suggested that this 
might even entail less actual 
expense than making up 
cash payrolls for depositors, 
as they do in many instances 
at present. 

Apparently these remarks 
aroused a responsive reaction 
in the hearts of the World 
readers as a number of let- 
ters to the editor were sub- 
sequently published com- 
plaining about the hardships 
encountered by people of 
moderate circumstances 1n 
New York who are unable 
to comply with the minimum 
balance requirements of the 
New York banks. 

All of which goes to show 
that the service charge and 
the minimum balance re- 
quirement are sore points 
with the public and bank 
advertising might well take 
upon itself the burden of 


[ a recent editorial, the 


more thoroughly educating 
the public to the necessity 
for minimum balances and 
the advantages which accrue 
to the depositor when he 
builds up and maintains a 
substantial account. 


HE importance of 
holding old business as 
well as securing new 
is emphasized by the “Fi- 
delity Spirit,’ the house 
organ of the Fidelity Na- 
tional Bank and Trust Com- 
pany, Kansas City, which 
says: 


“Tt is just as important— 
in fact more important—to 
hold old business, present 


customers. 


“Everyone has a part in 
this. There is never a check 
handled, an errand run, for 
the Fidelity that does not 
have some bearing on Fidei- 
ity service. 

“People like a bank that 
gives attention to details, 
whose personnel always 
answers courteously, treats 
them fairly and makes every 
effort to accommodate them 
upon all reasonable requests. 


“So even if you never see 
a customer, you do have a 
part in the Fidelity and its 
growth, for every check 
properly handled, every let- 
ter properly — dispatched, 
every posting correctly made 
makes Fidelity service just a 
bit better than if the same 
task were performed in a 
careless, inaccurate manner.” 


As we remarked fag 
month, we believe that em 
ployes in general can help 
the new business department 
more by giving courteous, 
cheerful service than by 
being over-zealous in solicit. 
ing the public for new bus- 
ness on a personal basis. 


HERE is an old Chinese 
[prove to the. effect 

that a “picture is 
worth ten thousand words.” 
That modern advertisers are 
not unaware of this truism 
is evidenced by a study of 
any representative group of 
recent advertisements. Of 
late there appears to be a 
tendency to use actual 
photographs rather _ than 
drawings as illustrations and 
some of the most successful 
national advertisers are mak’ 


ing good use of this method. 


Among banks, the Irving 
Trust Company of New 
York has been using photo 
graphs effectively, although 
banks as a rule still favor 
drawings rather than photo 
graphs. 

Perhaps one reason for 
this is that until recently 
photographs did not repro 
duce well in newspapers and 


line drawings were much f 


more pleasing to the eye 
Recent improvements in tt 
productive processes, how 
ever, make it possible to ue 
photographs with very good 
results. Banks that use this 
method of illustration at 
likely to win out in th 
competition to catch the 
reader's eye. 
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(Continued from page 399) 
waft a plan for the dis- 
ribution and management of 
his business, his investments, 
his properties and his life 
insurance and formulate sell- 
ing arguments to fit his par- 
ticular needs. 

We are prepared to. pre- 
sent the need for an experi- 
enced executor. We may 
face the difficulty of per- 
suading him to make a will. 
We can point out that un- 
less he draws his own will 
his estate will pass accord- 
ing to the law of descent 
and distribution. It fre- 
quently happens he believes 
his wife will get all of his 
property anyway, and we 
must be familiar with those 
laws to point out the fallacy 
of his belief. 

If he has made a will he 
| has usually named his wife 
| as executor, believing that 
the most economical and 
most satisfactory plan. To 
convince a man that his wife 
should not be named execu- 
trix, or he should at least 
name a co-executor, a re- 
view of the things she will 
have to do as _ executrix 
usually gets him interested. 
I have listed twenty-two 
things that she must do, all 
| highly technical. We then 
ask him if he should place 
such a load upon the shoul- 
ders of his wife at a time 


when she is least able to 
bear it. 


THE INDIVIDUAL AS 
EXECUTOR 


Tt he has named an in- 
dividual other than his wife 


FIN 


THE BANKERS MAGAZINE 


A Doctor asks for a 


“My father was 2 country doctor . . . 4d everything from ob- 
stetride to rough and ready paychiatry ... but times change... 1am a member 
of ¢ clinic ,..] must be a specialist myself, and | must rely on other specialiecs™ 


S'Dr. B puts lt, he noticed late last October symptoms of 

nervous disorders in his financial system. They were 
sufficiently serious to interfere with his professibnal activities, 
and to endanger his professional earnings, which considerably 
exceeded his income from securities and his trading profits. 

He called his attorney, his life insurance underwriter, and a 
‘ gepresentative of. the Irving Trust Company into confer- 
enee. He informed them what his normal living expenses 
were and said that he intended to hold them at approximately 
that figure. He then exhibited a record of his income from fees 
—about double his living expenses. 


He asked for a plan to provide immediately for the protec» 
tion of his family in the event of his death, and during his 
productive life to build up his principal as rapidly as ‘possible 
consistent with safety. One was submitted and he accepted it. 

He increased his insurance to $120,990, and created a Life 
securities. To this Trust Fund he makes regular payments. 
‘These payments, together with income ffom securities and 
policy dividends, are used in part to pay premiums and in part 
to purchase additional securities. He has namied his attorney 
and the Irving Trust Company co-exetutors under his will. 


IRVING TRUST COMPANY 


Medical terms are used in financial copy in 
this advertisement of a New York trust 
company, the more appropriately to tell the 
story of a doctor's financial problem and its 
solution. The illustration is typical of those 
used by this bank in its current advertising, 
and is both novel and effective. 


as executor we suggest that 
the average individual will 
have to gain experience by 
experimenting on his estate. 
His friend has probably not 
administered any more es- 


tates than he has, may die 
before the estate is closed 
and the court would appoint 
an administrator whereas the 
bank or trust company 
would have continual ex- 
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SAN FRANCISCO 


The department store style is the model for this adver- 
tisement, which was run full-page size in San Francisco 


newspapers by a bank of that city. 


This 


institution 


follows this style consistently in its display advertising. 


istence and has all of the 
facilities for handling more 
economically the great va- 
riety of problems that are 
peculiar to each estate. 

The dangers in leaving 
property in bulk to inex- 
perienced heirs can be ad- 
vanced with marked success 
because the average man al- 
ready realizes these dangers. 
By showing him that he can 
make a testamentary trust, 
flexible enough to take care 
of any sitution that may 
arise and thus be certain 
that his estate will do the 
most for his heirs, we can 


usually close the case. I 
asked a customer: “Suppose 
you were going on a journey 
of a year or.two, would you 


place $100,000 in your 
wife’s hands to take and in- 
vest and protect until you 
returned?” He promptly re- 
plied that he would not. 
Then I said, “You are go- 
ing on a journey from which 
you will never return,” and 
I suggested that he ask his 
wife what she would do with 
$100,000 if it were given 
to her to manage. He came 
back and told me he and his 
wife were thoroughly con- 


vinced that. he should make 
arrangements to protect his 
estate. 


HOW BANKS ARE 
ADVERTISING 


COMPLETE history of Los 
Angeles for the last three 
hundred years has been 
published by the Se. 
curity-First National Bank of 
Los Angeles and is being dis 
tributed by that institution in 
commemoration of the fortieth 
anniversary of the founding of 
the Security Trust & Savings 
Bank of that city, one of the 
predecessors of the Security-First 
National Bank. The Security 
Trust & Savings Bank was or: 
ganized February 11, 1889, and 
the present institution is the re 
sult of a consolidation of the 
Security Trust & Savings Bank 
with the Los Angeles-First Na: 
tional Trust & Savings Bank in 
March, 1929. 

By means of both words and 
pictures the development of Los 
Angeles up to the present time 
is presented. Many of the pic 
tures are reproductions of old 
drawings and paintings portray’ 
ing the early life of the country. 

The last few pages of the 
book are used to give a briel 
resume of the history of the for 
mer Security Trust & Savings 
Bank, written by J. R. Douglas, 
assistant vice-president of the 
Security-First National. 


THE Merchants Bank of Cleve: 
land is killing two birds with 
one stone in an advertising cam 
paign which uses newspaper 
space, car cards, window dis 
plays and direct mail. The 
campaign is aimed primarily to} 
build up savings accounts, but 
it is also employed to induce the 
opening of new commercial ac’ 
counts. 

This advertising appeals to 
individuals to save so that they 
may be able to buy such things 
as homes, automobiles, radios. 
etc., for which there is a natura 
demand but whose purchas 
prices require a substantial cas 
outlay. Each month the cam 
paign concentrates on one typ 
of article. 
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For instance, in September 
the bank may suggest saving to 
buy a radio. In this case, an 
illustration is run in its news- 
paper advertising, in its colored 
car cards, and-in its window 
and lobby displays, of a well 
known brand of radio, with copy 
suggesting that the reader save 
to buy a radio. The president 
of the bank then writes the job- 
bers and retailers of that par- 
ticular radio set, enclosing a 
clipping of the newspaper ad- 
vertisement and calling atten- 
tion to the car cards. In this 
way favorable contacts are estab- 
lished and the solicitation of 
business accounts facilitated. 


ApvERTISING of the Atlantic 
National Bank of Boston re- 
cently has been tied up to the 
celebration of the tercentenary 
of the city, which has been 
observed this summer. The ad- 
vertisements have dealt with the 
growth of New England “by a 
bank whose traditions are 
New England traditions, whose 
resources are promoting New 
England business and whose 
customers are New England 
people.” 

The first of these advertise- 
ments bore the caption» “New 
England's Population Now 
Growing at the Rate of Over 
114,000 a Year,” and went on 
to say that “this is the largest 
rate of increase since 1900... 
ind is the equivalent of the 
addition annually of a large new 
city about the size of Lowell, 
Mass.” Such evidence, says the 
copy, shows conclusively that 
New England is continuing to 
grow and indicates also a grow- 
ing market in these states for 
all forms of commodities, healthy 
expansion of local business en- 
terprise and more extensive use 
of the facilities provided by the 
New England public service cor- 
poration and institutions. 

“The Atlantic National Bank,” 
says the copy, “has grown with 
New England under the 
management of men thoroughly 
«cquainted with the banking 
needs of New England business 
We New England people. This 
~ dar a quick to recog- 
a aa new features in 

§ that would improve or 


expedite its service. It has al- 
ways endeavored to anticipate 
the future banking needs of New 
England, so that its customers, 
from the dollar a week savings 
depositor to the largest corpora- 
tion, would receive a service that 
was modern and complete in 
every respect. The accounts of 
individuals and business organi- 
zations are invited on the basis 
of courtesy, banking experience, 
and practical co-operation.” 


A BLOTTER, which also contains 
a calendar of the current month, 
is used by the Girard Trust 


Own 


Your own 


Company of Philadelphia as an 
advertising medium for a living 
trust. The cream-colored blot- 
ter contains at one end the 
calendar, printed in brown on 
a red background and, at the 
other, a drawing of its building, 
also with a red background, and 
the words, “Chartered 1836.” 
In the center, display type asks 
the question, “Have You Con- 
sidered a Living Trust as a 
Financial Safeguard for the Fu- 
ture?” This is followed by four 
paragraphs of copy which tell of 
a living trust agreement made 
by one of the bank's clients, its 


INVESTMENT 
TRUST 


Ww: fivedoller bill you can begin to build 
o unique and strictly private investment trust 
for your son or daughter. You can add to it daily, weekly, montnly 


—at whatever time and on whatever plan you wish. Specialists 
‘will handle all the intricate details for you, lavesting your money 
‘nly In mortgages, bomds, and other high-elace secarities, under 
rigid State regulation, 

‘You cam start this trast teday~—in time te 
explain Its meaning at the next family conference. Simply bring 
yeur money to the Emigrant Industrial Savings Bank. This bank 
ie required by law'te operate for the security and profit of i 
depositors. There con be ne safer place for your money. 

‘Yet this security inclades 2 good rate of retara. 
Fow first-class bonds yield as high income as an Emigrant Sevings 
Account. For any peried from the day of deposit to the day of 
withdrewel, it pays you 414% imterest, compounded quarterly. 
‘This bs the highest interest money cam carn and still be safe snd 
immediately available. And an Emigrant Account is on invest 
ment whose principal cam never drop below per. 

Evem the wealthiest men whe have large ameunts 
tied up in “gilt-edge” securities — which have a way of shrinking 
suddenly in value — appreciate the wisdom of a savings secount. 
One of the world’s richest men——if not the riches —e « 
depositor here. Many men keep ceveral maximum balances of 
$7500 im trust for various members of their families, 

‘Write or call for our interesting booklet, “Five 
Stops to Fortune.” Ii discusses the very principles on which most 
large personal fortunes have been built, 


Aesets over 8386,008,000 Mo. “am 324,300 dapesizors 


EMIGRANT 


Industrial % AVINGS B ANK 


Dowrrewm 51 Chambery 6. ¢ Urrewm 415 Lesingten Ave. cormer 48rd 0% 


Frocnparren PLAcs OF MANY NOTABLE NEW YORE FORTUNES 


One of New York's largest savings banks steals the 


thunder of a new and popular form of investment when 
it describes a form of saving under the attention-getting 
heading, “Own Your Own Investment Trust.” 
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good points, and the way in 
which they may be applied to 
other cases. The copy also sug- 
gests that the reader send for 
a booklet explaining in detail the 
bank’s living trust plan. 


THE Peoples State Bank of 
South Carolina is the institution 
resulting from the merger of ten 
banks in Eastern South Carolina. 
The bank began business in May, 
1929, with head office at Charles- 
ton, and branches throughout 
the state. This merger, and the 


set-up of the present institution, 
are the subject of a booklet is- 
sued by the bank .at the close 
of its first year’s business. The 
booklet is called “Outline of 
Organization and Services” and 
in it are described, first, the 
growth and development of the 
bank during the last year, and 
then the unusual and interesting 
set-up, which, the booklet says, 
is modeled on the kind of gov- 
ernment established by the Con- 
stitution of the United States. 
With the present technical 


This Central Hanover Pp lan 
Will Save 
Thousands Of Dollars 


Me. Z a professional man with a wife and 
ar ae ee ie = seem, baton 
ous brothers and a sister whom he was anxious 


to protect. 


expenses was $25,520. Under the 


savings 


totaled $41,220, 


These savings are estimated only 


gested to Mr. Z will be sent to persons inter 
ested in conserving their own estates. A telephone 


call or a letter to the will bring to 
ee 


represen’ 
ciplain the savings that con be effected by you 


Plan. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 


NEW YORK 
14 Ofbees in 14 Mashanan Centers 


Toren Reprocentesioes in Londen, Paris, Berlin and Besnes ives 


NO SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 105 MILLIOW DOLLARS 


This New York trust company uses specific cases of its 


own customers in advertising its estate plan. 


The adver- 


tisement reproduced is typical of the excellent layout and 
typography used in the bank's display advertising. 
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forms of bank organization, this 
booklet might well serve as 3 
suggestion to other institutions, 
for distribution among _ their 
stockholders and depositors, 


THE blue print is being use 
by the Equitable Trust Come 
of Wilmington, Del., in its ad. 
vertising to show how estates 
can be built up. In connection 
with a booklet with a blue and 
white cover bearing a drafts 
man’s ““T Square” and the title 
“How to Build Your Estate from 
a Financial Blue Print,” window 
displays have been used made of 
enlargements of some of the 
charts in the booklet. 

The booklet contains eight 
plans for the creation and the 
building of an estate. The 
estates created range from $45, 
000 to $170,000 and begin at 
ages 30, 35, 40 and 45. The 
plans all consist of the taking 
out of a certain sum of insur: 
ance, followed by monthly de. 
posits during the term of the 
plan. 

Each left hand page describes 
a plan, while the right hand 
facing page bears a chart show 
ing the growth of the estate in 
five-year periods. 


A COMPARISON between Lord 
Timothy Dexter, who rehearsed 
his own funeral so that he might 
see in advance how his plans 
would be carried out, and the 
man who sets up a living trust, 
so that he may see how his 
plans for his estate will be 
worked out, is made by the Old 
Colony Trust Company of Bos 
ton in a four page pamphlet. 

“Through a living trust,’ says 
the booklet, “‘it is possible to 
see during your litetime the 
working out of your plans for 
your estate. Old Colony Trust 
Company through its long ex 
perience and leadership in the 
trust field in New England is 
fully qualified to administer liv 
ing trusts. We will welcome 
an opportunity of discussing 
such a practical arrangement 
in terms of your own circum 
stances. Or, if you prefer, we 
will send you a copy of our 
booklet, “Wills and Trusts.’ The 
enclosed card is for your con 
venience.” 
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HisToRICAL advertisements with 
a modern tie-up are also being 
used by the Old Colony Trust 
Company of Boston in its news- 
paper advertising. A current 
series, most of the advertise- 
ments of which measure about 
4 columns by 15 inches, con- 
tains what appear to be old 
prints, with a story connected 
to each print which the bank 
gives a modern tie-up. 

For instance, an_ illustration 
shows Peter Rugg seated in his 
carriage with his daughter asking 
the way to Boston. The copy 
tells of Peter Rugg, who drove 
madly for fifty years, trying 
vainly to reach Boston. ‘Mod- 
ern Peter. Ruggs without a defin- 
ite financial plan to guide them, 
fail to find the road to financial 
independence.” It then sug- 
gests the aid which can be given 
in this respect by the Old Col- 
ony Trust Company. 

These advertisements are in 
keeping with the tercentenary 
celebration being held in Massa- 
chusetts this summer. 


By presenting the case of an 
aged woman whose money, 
drawn from that bank, was in- 
vested in fraudulent stock 
schemes and dissipated, the Emi- 
grant Industrial Savings Bank of 
New York is endeavoring to 
prevent other depositors from 
being robbed in the same way. 

The copy tells of the closing 
of her account by a housewife, 
forty-two years old, on August 
1, 1927. The remainder of the 
story told took place on June 
20, 1930, when the one-time 
holder of the account was testi- 
lying in a trial consequent on 
the failure of a finance corpora- 
tion. This portion of the copy, 
ziven in the words of the wit- 
ness, is quoted from the account 
of the trial printed by one of the 
New York papers. 


Tue Fidelity Union Trust Com- 
pany of Newark, N. J., recently 
wed a novel lobby display which 
makes use of one of the latest 
scientific wonders, the Westing- 
house “Electric Eye.” 

The “Electric Eye” is a photo- 
electric cell which has more 
than human sensitivity. It is 
deing developed in several direc- 


‘OST people's experience with money is the spending of 
; imcome rather than the conserving of principal. 

In the United States we say of a person: “He is worth $100,000.” 
In England, they are wiser; such 2 man is said to have “1,000 
pounds a year.” 

Income rather than principal is what one ought to provide for 
one's dependents. 

Will your estate mean a few years of extravagance for them or 
a lifetime of comfort? 


It.is not enough! to leave only money. For instance, most insur- 
ance companies will, if so instructed, pay a monthly income to your 
family instead of a lump sum. But in such case they cannot under. 
take to pay any part of the principal if more than the income is 
needed. Serious iHness, educational needs and many other emer- 
gencies often do necessitate dipping into principal. 


A Life Insurance Trust naming this company as trustee with 
discretionary powers provides the elasticity to meet the unforesee- 
able needs of those you leave behind. It supplies the discretion 
and experience necessary to preserve the income and principal 
for their most effective use. 


Leave your family a competent financial manager. Name this 
company trusice under a life insurance trust. * 


Would you give them their 


allowances for ten years in advance? 


* This and many other phases of 
trustocship are described ina 
handily indexed mew booklet 
“Unusnal Croup Judgment™ 
which is yours for the ashing. 


Cleveland Trust 


ABANK IN EVERY NEIGHBORHOOD 
Resourees over $300,000,000 


Member Federal Reserve System 


Member Cleveland Clearing House Association 


An excellent advertisement for the life insurance trust has 
a particularly attention-getting headline which is aimed 
to appeal to fathers. 


tions, and has unlimited possi- 
bilities for industry. As an ex- 
ample, it has been used to open 
a garage door when headlights 
are turned on it, or to inspect 
and reject in factory operations. 
It initiates operations—such as 
ringing an alarm to stop a paper 
machine when a break occurs; 
starting and reversing automa- 
tically sheet or bar mills from 
the position of the bar. These 
are but a few of its many com- 
mercial uses. 

The lobby display used by 
the Fidelity Union made use of 
the “Electric Eye” to choose 


from a moving line of small 
figures those that were thrifty 
from those that were not. Every 
time the “Eye” sighted a Spend- 
thrift, it directed him down the 
Road to Failure. Mr. Thrift 
proceeded in the opposite direc- 
tion—to Success. \When the 
light on the left of the display 
glowed brightly, the Spendthrift 
Meter signaled with its arm, 
“There goes another Spend- 
thrift!” 

The display was placed in the 
lobby of the bank and during 
the week it remained there was 
a continuous crowd around it. 
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By means of the Westinghouse “Electric Eye” thrifty 

figures were sent down the road to success and others 

along the road to failure in this lobby display of the 
Fidelity Union Trust Company of Newark, N. J. 


LINDBERGH statue banks, made 
of bronze busts of America’s 
aerial hero, are being given to 
depositors: of the State Savings 
Bank of Melvindale, Mich., who 
are opening accounts under a 
special savings plan. In order 
to get one of the banks, it is 
necessary to make a contingent 
deposit of $2. Then at the end 
of the year, if the account has 
been active and satisfactory, the 
$2 deposit will be credited to 
the depositor. 


In New York a similar thrift ac- 
count campaign is being carried 
on by the Bankers Development 
Corporation for the Hibernia 
Trust Company. In this case 
the premium is an electric clock. 
To obtain it, the prospect opens 
a savings account with $8 and 
agrees to increase it to $100 by 
the end of twelve months. Upon 
fulfilment of the agreement, the 
account is credited with the $8. 


WHEN it celebrated the fifty- 
seventh anniversary of its found- 
ing and the remodeling of its 
building, the Bank of Sheboy- 
gan, Wis., ran a double-page 
spread in the local newspaper. 
The advertisement contained in 
the center a large drawing of the 
bank building, from which ex- 
tended rays attaching to the 
photographs of the members of 
the bank staff, each with his or 
her name and position. In the 
center, under the building cut, 
are the name of the bank, and 
its date of establishment, while 
on the sides are a few para- 


graphs of copy dealing with the 
service which the bank can ren- 
der in its modernized quarters. 


THE covers of The Teller, house 
organ of the Union Trust Com- 
pany of Cleveland, are always 
unusual, and that of the August 
15 issue is no exception. The 
entire front cover, which is 8% 
by 11 inches in size, is covered 
in checkerboard style with 1% 
inch squares. These are alter- 
nately light and dark, the light 
ones being blank and the dark 
ones containing interesting and 
sometimes amusing snapshots of 
members of the Union Trust 
staff and their families, taken at 
the company’s picnic held earlier 
that month at a Cleveland 
amusement park. The photo- 
graphs show sports and activi- 
ties of all kinds. For a bank 
which does not hold such a 
picnic, a similar cover might be 
made from snapshots taken of 
various members of the staff 
while on their vacations. 


AN interesting folder gotten out 
by the Harris Trust and Savings 
Bank of Chicago describes the 
work of the railroads, the vast 
number of people employed by 
them and the large amount of 
materials used by them in keep- 
ing up their service and equip- 
ment. Their relation to Ameri- 
can business and the connection 
of the bank with American busi- 
ness is suggested. “This bank 
is proud of its connection with 
American business,” says the 
copy, “and it is our objective to 


serve American business men to 
the limit of our capacity. Our 
officers are always glad to take 
all the time necessary for this 
purpose. 


NEWS 


THE Liberty National Bank and 
Trust Company, New York, has 
appointed Menken Advertising, 
Inc., of New York, as advertis. 
ing counsel. 


Miss Euceniz M. Nivocue has 
been appointed director of pub 
licity for the Bank of America 
of California, Los Angeles. For 
the last four years she has been 
assistant director of personnel 
and editor of the Bank of 
America Chronicle. Before join- 
ing the Bank of America, Miss 
Nivoche had two years’ general 
banking experience with the Ex: 
change National Bank, Ardmore, 
Okla., in credit analysis work, 
and six years’ with the Federal 
Reserve Bank of San Francisco, 
where she reviewed financial 
magazines for the bank library. 


STAPLEs & StaPLes, Inc., adver: 
tising counselors of Richmond, 
Va., have introduced an inno 
vation into the financial field, in 
the form of “guaranteed” re’ 
sults. A letter to prospective 
users of a trust campaign pre 
pared by the company outlines 
a campaign plan and guarantees 
that users of it will receive a 
20 per cent. inquiry return. If 
one out of every five persons to 
whom the literature is sent does 
not reply, the bank need pay 
only for the results produced. 


A. Douctas OLiver, chairman 
of the program committee for 
the convention of the Financial 
Advertisers Association this yeat, 
has been appointed _ assistant 
trust officer of the Provident 
Trust Company of Philadelphia 
He has been a member of the 
F. A. A. board of directors for 


a number of years. 


CuHarLces H. McMahon, 3% 
sistant vice-president First Ne 
tional Bank in Detroit, spoke 
before the United States Build 
ing and Loan League at its at 
nual convention in Grand Rap 
ids, Mich., recently. 














Oo“ of the many interesting s ‘UNION TRUSTo 


vistas in the largest single 
banking room in the world— Resources over $300,000,000 





Convention News 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Cleve- 
land, September 29-October 2. Executive 
manager, Fred N. Shepherd, 110 East 42nd 
street, New York City: 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, 1931. Secretary, Richard W. Hill, 
110 East 42nd street, New York City. 


ArIzoNA BANKERS ASSOCIATION, Tucson, 
November 7-8. Secretary, Morris Goldwa- 
ter, Prescott. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Louisville, Ky., September 17-20. Headquar- 
ters, Brown Hotel. Secretary, Preston Reed, 
231 South La Salle street, Chicago. 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, S. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


INDIANA BANKERS ASSOCIATION, Fort 
Wayne, September 10-11. Secretary, Forba 
McDaniel, 310 Odd Fellows Building, In- 
dianapolis. 


INVESTMENT BANKERS ASSOCIATION, New 
Orleans, October 12-15. Headquarters, 
Roosevelt Hotel. Secretary, Alden H. Little, 
105 South La Salle street, Chicago. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24, 1931. Secretary, Frank War- 
ner, 430 Liberty Building, Des Moines. 


KENTUCKY BANKERS ASSOCIATION, Louis- 
ville, September 11-12. Headquarters, 
Brown Hotel. Secretary, Harry G. Smith, 
705 Marion E. Taylor Building, Louisville. 


MAINE AND MASSACHUSETTS SAVINGS 
Banks ASSOCIATIONS, joint meeting, Swamp- 
scott, Mass.; September 18-20. 


Morris PLAN BANKERS ASSOCIATION, 
Poland Springs, Me., September 15-17. Ex- 
ecutive vice-president, R. W: Pitman, St. 
Louis, Mo. 


MortGaGE BANKERS ASSOCIATION, De- 
troit, September 16-18. Headquarters, Hotel 
Statler. 


NaTIONAL SaFe Deposir CONVENTION, 
Chicago, spring of 1931. 


NEBRASKA BANKERS ASSOCIATION, Omaha. 
Secretary, William B. Hughes, 420 Farnam 
Building, Omaha. 


New Jersey BANKERS ASSOCIATION, trust 
department activities, Trenton, November 20- 
21. Headquarters, Hotel Stacy-Trent. Sec- 
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retary, Armitt H. Coate, Burlington County 
Trust Company, Moorestown, N. J. 


Savincs BANKs ASSOCIATION OF THE 
STATE OF New York, Quebec, September 
24-26. Headquarters, Chateau Frontenac. 
A boat trip up the Saguenay River will fol- 
low the convention. 


SixtH Mm-ConTINENT Trust Conrer- 
ENCE, Indianapolis, November 13-14. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


SoutH Dakota BANKERS ASSOCIATION, 


Huron, June 24-26, 1931. Secretary, Geo. 
A. Starring, City Hall Building, Huron. 


Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14, 1931. Secretary, W. A. 
Philpott, Jr., Dallas. 


“West VircINIA BANKERS ASSOCIATION, 
Morgantown, 1931. Secretary, J. S. Hill, 
Charleston. 


NEW JERSEY BANKERS TO HOLD 
TWO MEETINGS 


THE New Jersey Bankers Association will 


hold two conventions this year, one on 
November 20-21 at the Hotel Stacy-Trent, 
Trenton, directed to trust activities, and one 
in the fall at Atlantic City, where general 
banking problems will be considered. 

Levi H. Morris, president of the Newton 
Trust Company, Newton, N. J., and presi 
dent of the association, has announced his 
committee appointments for the year, and 
they, with the secretary, Armitt H. Coate, 
trust officer of the Burlington County Trust 
Company of Moorestown, will carry on the 
active work of the association. Committee 
chairmen are as follows: 

Committee on. trust matters, Leslie G. 
McDouall, associate trust officer Fidelity 
Union Trust Company of Newark; committee 
on costs and service charges, William M. 
Nash, secretary and treasurer Haddon 
Heights Bank & Trust Company; committee 
on publicity, L. A, Chambliss, assistant vice’ 
president Fidelity Union Trust Company of 
Newark; committee on insurance, Walter H. 
Gardner, vice-president and trust officer 
Passaic National Bank & Trust Company; 
committee. on Federal Reserve relations, 
Spencer §. Marsh, vice-president National 
Newark & Essex Banking Company, Newark; 
committee on membership, Joseph F. Ham- 
mond, vice-president Citizens Trust Company 
of Paterson; committee on agriculture, 
Garret A. Denise, president Central National 
Bank of Freehold; committee on _ public 
education, Henry Lachenauer, manager 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


transit department 
Company, Newark. 


Fidelity Union Trust 


MORRIS PLAN CONVENTION 


THE Morris Plan Bankers Association will 
hold its annual convention September 15-17 
at Poland Springs, Me., according to an- 
nouncement by Wallace D. McLean, execu- 
tive vice-president of the Morris Plan 
Company of New York. 


MORTGAGE BANKERS TO MEET 
IN DETROIT 


“MANAGEMENT — the Mortgage Banker's 
Responsibility in the New Decade,” is the 
keynote chosen for the seventeenth annual 
convention of the Mortgage Bankers Asso- 
ciation of America, which will meet in 
Detroit September 16-18. 

Among the speakers at the convention 
will be such well known authorities as 
General Abel Davis, vice-president Chicago 
Title @ Trust Company; A. A. Zinn, Kansas 
City, Mo., president of the association; 
Herbert U. Nelson, executive secretary Na- 
tional Association of Real Estate Boards; 
John J. O'Connor, manager finance depart- 
ment of the Chamber of Commerce of the 
United States; James E. Sheridan, vice- 
president Union Title & Guaranty Company, 
Detroit; William H. McNeal, vice-president 
New York Title & Mortgage Company; 
Wallace Moir, vice-president Pacific Mortgage 
Guaranty Company of Los Angeles; and 
Read Ireland, vice-president McMaster Ire- 
land Company, Portland, Ore. 

R. C. Lambrecht, chairman of the Detroit 
convention, and his local committee have 
made elaborate plans for the entertainment 
of the delegates. These include, in addition 
to the usual convention entertainment fea- 
tures, a trip through the Ford Plant and 
Ford's Early American Village at Greenfield. 


F. A. A. PROGRAM 


AMONG the speakers at the annual conven- 


tion o! the Financial Advertisers Association, 


which will be held in Louisville September 
17-20, will be Earnest Elmo Calkins and Dr. 
David Friday. The program will contain, 
in addition to general sessions, departmental 
meetings divided into groups for banks 
located in cities and towns of various sizes. 
The first of these sections will include institu- 
tions in cities of over 100,000, the second, 
institutions in cities between 25,000 and 
100,000, while the third group will consider 
the problem of the small cities and towns 
under 25,000. In addition, there will be a 
special departmental session for investment 
houses. The speaker and topics of these 
sessions will be as follows: 

Large city division-topics: “Building Com- 
mercial Banking Through Advertising;” ““The 
Problems of the Commercial Solicitor; “This 
Decade of Savings Advertising;* “The Im- 
portance of Market Research for Financial 
Advertising;* “The Problems of Security 
Distribution in the Next Decade” and “The 
Challenge of the Next Decade to the Trust 
Development Man.” 

Speakers will include: Paul T. Chering- 
ton, J. Walter Thompson Company; Vivian 
Anderson, president Life Underwriters As- 
sociation of Cincinnati; Allan B. Cook, 
vice-president Guardian Trust Company, 
Cleveland; E. Fred Johnson, vice-president 
Exchange Trust Company, Tulsa, Okla.; Don 
Knowlton, manager publicity department 
Union Trust Company, Cleveland, and Guy 
W. Cooke, assistant cashier First National 
Bank, Chicago. 

Medium city division-topics: “The Future 
of Banking in Medium Sized Cities; “Re- 
searching Bank Service for Greater Profit;” 
“The Desirability of Banking Leadership in 
Community Development;” and “Banking 
Ten Years Hence—a Depositor’s Prophecy.” 

Speakers will include: Don G. Mitchell, 
director industrial development, Niagara 
Hudson Power Corp.; Robert L. John, secre- 
tary Banc Northwest Company, Minneapolis; 
G. H. Handerson, sales manager Stephen 
Sanford & Sons, New York; Miss Hilda Hoff- 
man, statistician Bowery Savings Bank, New 
York; Herbert Prochnow, First National Bank 
Chicago, and Mr. Calkins: 

Small city division-topics: “Probable Bank- 
ing Trends in the Smaller Communities in 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
New York City 


Forty-Two Broadway, 


the Next Decade;” “Typography, Layout and 
Decoration;” “Solving the Copy and Media 
Problems;” “Co-ordination of New Business 
Activity and Advertising; “Problems of the 
Savings Department and How to Meet 
Them;” “Advertising the Savings Depart- 
ment; “Possibilities for the Development of 
Trust Business in the Small Cities;* “How 
to Organize and Operate a New Business 
Department;” “Research and Analysis for 
the New Business Department;” “Problems 
of the Commercial Department,” and “‘Invest- 
ment Department—the Advantages for the 
Smaller Bank.” 

The speakers will include: C. W. Bailey, 
president First National Bank, Clarksville, 
Tenn.; E. V. Newton, assistant secretary 
Cleveland Trust Company; C. L. Price, adver- 
tising manager National Bank of the Re- 
public, Chicago; Ruth Pearse, advertising 
manager First Wisconsin National Bank, 
Milwaukee, and D. R. Wessling, president 
Lytton Savings Bank, Lytton, Iowa. 


ASSOCIATION OF BANK WOMEN 


THE Association of Bank Women will hold 
its eighth annual convention this year as 
usual in. conjunction with the American 
Bankers Association convention at Cleveland, 
September 29—October 2. Registration to 
August 15 indicated a greater attendance 
than in any previous year. 

The association is national in its scope 
and has more than 250 members, all women 
holding executive positions, including three 
directors of banks, six presidents, five vice- 
presidents, eight secretaries, twenty assistant 
secretaries, two treasurers, eleven assistant 
treasurers, fifteen cashiers and three trust 
officers. The balance of the membership is 
composed chiefly of assistant trust officers, 
assistant cashiers and managers of women’s 
departments or general service departments. 

Its president is Miss Mina M. Bruere, 
assistant secretary of the Central Hanover 
Bank and Trust Company of New York and 
one of the organizers of the association. 

Emma M. Steinke, assistant cashier and 
manager of the women’s department First Na- 
tional Bank, Oshkosh, Wis., is chairman of 
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the program committee. The program in- 
cludes a general regional conference on Mon- 
day morning, to be followed by a luncheon. In 
the afternoon, regional vice-presidents will 
confer with their respective groups. There 
will be an open session on Wednesday after- 
noon with a paper by Mrs. Ralph Beebe, 
assistant cashier and director of women's 
department Commerce Trust Company, 
Kansas City, Mo. Judge Florence E. Allen 
and Professor Maude Perkins, both of Cleve- 
land, will speak at dinner on Tuesday even’ 
ing. The Wednesday luncheon conference 
is in charge of Mrs. Gertrude Palmer Wixson, 
secretary and manager women’s department 
Plaza Trust Company, New York City. 


I. B. A. HEAD NAMED 


Henry T. Ferriss, executive vice-president of 
the First National Company in St. Louis, has 
been selected to head the Investment Bankers 
Association for the coming year. Mr. Ferriss 
is expected to assume his duties following 
the convention of the association, which will 
be held in New Orleans, October 12 to 15. 
Mr. Ferriss is a vice-president of the associa- 
tion and has been active in its affairs for 
many years. 

Other nominations on the regular ticket 
to be voted upon at the convention are: 

For executive vice-president, Alden H. 
Little, of Chicago, to succeed himself; for 
vice-presidents, Charles D. Dickey, Browm 
Bros. & Co., Philadelphia; William H. Eddy, 
Chase Securities Corporation, New York; 
Bernard W. Ford, Tucker, Hunter, Dulin 
&@ Co., San Francisco; Sidney R. Small, 
Harris, Small & Co., Detroit, and William 
J. Wardall, Bonbright & Co., Chicago. 

William T. Bacon, of Bacon, Whipple 
Co., Chicago, is submitted as treasurer, and 
C. Longford Felske, of Chicago, as secretary. 

Nominations to positions on the board of 
governors for regular terms expiring in 1933 
are as follows: 

George W. Bovenizer, Kuhn,. Loeb & Co., 
New York; Robert E. Christie, Jr., Dillon, 
Read & Co., New York; Robert A. Gardner, 
Mitchell Hutchins & Co., Chicago; Samuel 
W. White, National Republic Co., Chicago;. 
Donald O’Melveney, E. H. Rollins & Sons,. 
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Los Angeles; Philip T. White, Cleveland 
Trust Co., Cleveland; John R. Chapin, 
Kidder, Peabody & Co., Boston; Albert E. 
Schwabacher, Schwabacher & Co., San 
Francisco; Kenelm Winslow, Jr., Seattle Co., 
Seattle, and Almon A. Greenman, First 
Securities Corporation of Minnesota, St. Paul. 


MONTANA BANKERS MEET 


B. M. Harris of Park City was elected 
president, S. S. Ford of Great Falls as 
vice-president and R. E. Towle of Helena 
as secretary and treasurer of the Montana 
Bankers Association, at the annual conven- 
tion held recently in Great Falls. 

Mr. Harris, president of the Park City 
State Bank, was elevated from the vice- 
presidency and succeeds N. A. Telyea of 
Livingston. Mr. Ford jis vice-president of 
the Great Falls National Bank. Mr. Towle, 
who is manager of the Helena branch of 
the Federal Reserve Bank, succeeds G. M. 
Robertson of Helena as secretary and treasurer. 

Among the speakers at the session were 
E. W. Decker, president of the North- 
western National Bank of Minneapolis, 
Minn., and president of the Northwest 
Bancorporation; James W. Bradley, vice- 
president of the Old National Bank & Union 
Trust Co., of Spokane; Dr. M. A. Brannon, 
chancellor of the University of. Montana; 
Prager Miller, livestock representative of the 
national farm board; A. H. Stafford, Mon- 
tana commissioner of agriculture, and W. D. 
Schultz of Wenatchee, chairman of the 
uniform practices state committee of the 
Washington Bankers Association. 


IOWA BANKERS CONVENTION 
DATES ARE ANNOUNCED 


C. C. JacosBsEn, president of the Iowa Bank- 
ers Association, has announced that the 1931 
convention of the association will be held in 
Waterloo, June 22-24. 


MID-CONTINENT TRUST CON- 
FERENCE 


Trust men from seventeen states, including 
Arkansas, Colorado, Illinois, Indiana, Iowa, 


Kansas, Kentucky, Michigan, Minnesota, 
Missouri, Nebraska, North Dakota, Ohio, 
Oklahoma, South Dakota, Texas and Wis- 
consin, will participate in the Sixth Mid- 
Continent Trust Conference, to be held at 
the Claypool Hotel, Indianapolis, November 
13-14. The conference is under the auspices 
of the Trust Company and National Bank 


The South Carolina 


National Bank 


Charleston, S. C. 
Greenville,S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


divisions of the American Bankers Associa’ 
tion. Elmer W. Stout, president Fletcher 
American National Bank, will serve as chair- 
man of the general conference committee and 
Chas. N. Fultz, trust officer the Union Trust 
Company of Indianapolis, as chairman of the 
committee on arrangements. 


Herman Baumgart, 2%4 years old, is here 
shown making a deposit in the Union 
Trust Company of Cleveland. Herman 
is thought to be the youngest depositor 
and has been going regularly to make his 
deposits since he was sixteen months old. 
This picture was published in a recent 
issue of The Teller, house organ of the 
bank. 





SUVARI AA 


Kings County Trust Company 


Capital $500,000 Surplus $6,000,000 Undivided Profits $410,000 


HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


ACCOUNTS INVITED 


INTEREST ALLOWED ON 


. 
City of New York, Borough of Brooklyn z 
Z 
4 


= 

= 

= 

= 

= 

= 

JULIAN P. FAIRCHILD, President 
WILLIAM J. WASON, JR., Vice-President 


DEPOSITS 


EMH 


Bank Stock Yield Equals 1926 Levels 


HE current yield of twenty-five 
New York City bank stocks, based 
on market prices, is at a level 
which prevailed during 1926 and ex- 
ceeds the yield at any time during the 
last three years, despite the tremendous 
expansion and growth of the banks 
listed, according to a tabulation pre- 
pared by McClure, Jones & Co., New 
York Stock Exchange firm. 

The average current yield amounts to 
3.5 per cent., which is identical with 
the yield on both June 30 and Decem- 
ber 31, 1926, and compares with 3.1 
per cent. on June 30, 1927; 2.8 per 
cent. on December 31, 1927; 2.5 per 
cent. on June 30, 1928; 2.4 per cent. 
on December 31, 1928; 2.2 per cent. 
on June 30, 1929; 3.2 per cent. on De- 
cember 31, 1929, and 3.4 per cent. on 
June 30, 1930. 

The yields follow: 
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Average yield.. 


The average annual return on stocks 
of sixteen representative New York 
City banks over a period from early 
1915 to early 1930 is shown to range 
from 15.89 per cent. to 69.25 per cent., 
according to a tabulation prepared by 
Edmund Seymour & Co. These re- 
turns include cash dividends received, 
stock dividends received, rights exercised 
and market appreciation. The averages 
follow: 


Bank of America 

Manhattan Company 

OME BC INOW SOU Kss conc cc cwisicoses 23.88 
Bankers Trust 40.43 
Brooklyn Trust 18.81 
Central Hanover 50.65 
Chase National 39.74 
Chemical Bank 

Corn Exchange 

First National 

Manufacturers Trust ............:- 21.20 
DONEE HM so 5/075 xd oe eecce neces 39.12 
TOU, WORE TONNE vos so cua oars 23.42 
Public National 69.25 
Title Guarantee 30.34 
U.S; beet. COMMON. sc 5540's o0s 26.40 
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CALIFORNIA BANK CHANGES 
CONTROL AND NAME 


FoLLOWING a change in the control of the 
Western National Bank, of Los Angeles, 
the name of the institution has been changed 
to the Central National Bank in Los Angeles. 
Control of the bank recently passed into the 
hands of Frank C. Mortimer, Dain Sturges, 
Harold G. Ferguson, Marc F. Mitchell, and 
associates. 

According to Frank C. Mortimer, presi- 
dent, the bank is an independent institution, 
and its last statement of condition, June 30, 


FrRaNK C. MorRTIMER 


President of the Central National 
Bank in Los Angeles. 


showed cash on hand with Federal Reserve, 
other banks, and United States Treasurer, 
$487,852; United States Bonds, $469,852; 
California municipal bonds, $479,798; other 
high grade bonds, $17,500; capital of the 
bank, $500,000; surplus and _ undivided 
profits, $123,438; and total resources of $2,- 
553,000. “We expect to build upon our 
present structure,” Mr. Mortimer said, “and 
in due time make the Central National Bank 
one of the outstanding institutions on the 
coast. It is our intention to continue in 
our present location, as the bank is not obli- 
gated in any way for the lease of any 
other premises or for the purchase of any 
property.” 

Dain Sturges is associated with Mr. Mor- 
timer in the management of the bank, having 
resigned his position as vice-president of the 
Citizens National Trust and Savings Bank 


of Los Angeles, to undertake his new affilia- 
tion. 

The new board of directors is comprised 
of Frank C. ‘Mortimer, president; Harold G. 
Ferguson, president Harold G. Ferguson Cor- 
poration; Dain Sturges, executive  vice- 
president-cashier; Marc F. Mitchell, attorney 
at law and director Rindge Land & Naviga- 
tion Company; Nelson McCook, president 
California First National Bank, Long Beach; 
Wn. S. Porter, executive vice-president Se- 
curity Title Insurance and Guarantee Co.; 
L. A. Davis, Davis Mortgage Co.; C. A. 
Myers, director, Firestone Tire and Rubber 
Co.; J. B. McCook, vice-president; R. D. 
McCook, president American National Bank, 
San Bernardino; Richard Travers, Santa Bar- 
bara, Calif.; Maurice V. Kelly, general con- 
tractor, Thomas Kelly & Sons. 


JOSEPH WAYNE, JR., BANKER 
FOR FORTY YEARS 


On August 4, 1930, Joseph ‘Wayne, Jr., 
president of the Philadelphia National Bank, 
celebrated the fortieth anniversary of his en- 


© aianx-stoer, inc. 
JoseEPH WAYNE, Jr. 


President of the Philadelphia National 
Bank, and a banker for forty years. 


trance to the banking field, and was pre- 
sented with a handsome silver service by 
the directors of the bank. On the back of 
each plate is inscribed: “Presented to Joseph 
Wayne, Jr., by the members of the board of 
directors of the Philadelphia National Bank 
in appreciation of forty years’ outstanding 
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affecting both Foreign and Domestic Corpo- 
rations: the Uniform Stock Transfer Act; 
the “ Blue Sky” laws; the Anti-Trust Laws 
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pages; strong Buckram binding, 


Published by 


United States Corporation Company 


150 Broadway, New York 


service to Girard National Bank, the Phila- 
delphia-Girard National Bank, and the Phila- 
delphia National Bank, August 4, 1930.” 

Mr. Wayne entered the Girard National 
Bank as a clerk on August 4, 1890, and as 
a result of his keen mind and interest in his 
work was promoted in 1901, when but 
twenty-seven years of age, to the cashiership. 
He was at that time the youngest bank 
cashier in Philadelphia. 

In 1914 he was elected president of the 
Girard National Bank and in 1926, upon 
the consolidation of the Girard and Phila- 
delphia National Banks under the name of 
the Philadelphia-Girard National Bank, he 
was elected president of the combined banks. 
Again in 1928, when the Philadelphia-Girard 
and the Franklin Fourth Street National 
Banks were combined under the name of 
the Philadelphia National Bank, he was 
elected president of that institution. 

r. Wayne is widely known, not only in 
Philadelphia but throughout the entire bank- 
ing fraternity. He was formerly president 
of the Pennsylvania Bankers Association and 
is president of the Philadelphia Clearing 
House Association and a director of the 
Federal Reserve Bank of Philadelphia. He 
is also a director of several other corpora: 
tions and banks, among which are the Provi- 
dent Trust Company, Germantown Trust 
Company and the Philadelphia Saving Fund 
Society. 


A. E. LEFCOURT RETIRES 


A. E. Lercourt has retired from the presi- 
dency of the Lefcourt National Bank and 
Trust Company, New York, and is succeeded 
by Joseph J. Bach, who organized the Public 
National Bank of New York and has served 
as its executive vice-president until recently. 
Mr. Lefcourt has requested that the name 
of the institution be changed, and stockhold- 
ers will meet this month to act on the re- 
quest. 


WASHINGTON NATIONAL IN 
NEW QUARTERS 


THe Washington National Bank of New 
York, formerly the Washington Square Na- 
tional Bank, has moved to its new quarters 
on the southeast corner of Fifth avenue and 
36th street. 


HIGH SPEED TICKERS READY 


THE high speed ticker system which the 
New York Stock Exchange has been install- 
ing for more than a year throughout the 
United States and Canada, was placed in 
operation September 2. The new tickers 
were designed to take care of a: daily turn 
over of 9,000,000 shares without falling be- 
hind the market and will run at a speed of 
approximately 500 characters a minute, com: 
a 5 with 300 for the system previously 
used. 


OKLAHOMA CITY BANK TO 
ERECT NEW BUILDING 


A NEw thirty-two story building, which will 
be the largest and tallest building in Okla 
homa, is to be erected by the First National 
Bank and Trust Company of Oklahoma City. 
The structure will occupy a site of 140 by 
200 feet and will extend 440 feet above the 
sidewalk to the aviation beacons which will 
surmount the roof. Including the site, the 
structure will cost four and one-half million 
dollars. According to Frank P. Johnson, 
president, the bank will occupy the basement 
and first four stories of the building and the 
remaining twenty-eight floors will be avail- 
able for office space. 

The beacon tower which is to be placed 
on the roof will be the equivalent of seven 
stories in height and will be provided with 
a stairway so that it will be open to the 
public for observation. Lights in this beacon 
tower will be visible for fifty miles. 

The work of razing the buildings on the 
site of the new structure has begun and it 
is expected that the building will be ready 
for occupancy by October 1, 1931. 

The First National Bank and Trust Com: 
pany is Oklahoma's largest financial institu’ 
tion, having resources of more than seventy 
million dollars. It is one of the hundred 
largest banks in the United States. 

Executive officers of the bank are headed 
by Hugh M. Johnson, chairman of the board; 
Frank P. Johnson, president; Charles W. 
Gunter, chairman of the executive commit 
tee and vice-chairman of the board; and 
William Mee, chairman of the finance com 
mittee. On the board of directors are fifty 
nine of the state's capitalists and business 
leaders. 
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COUNTY TRUST BUILDING 
OPENED; NEW PRESI- 
DENT ELECTED 


FoRMAL opening of the new twenty-story 
building erected by the County Trust Com- 
pany of New York at Eighth avenue and 
14th street was held last month, with For- 
mer Governor Alfred E. Smith, chairman 
of the board of the bank, presiding. During 
the ceremonies, which included the sealing 
of the cornerstone, Former Governor Smith 


o BLANK-STOLLER 
Orie R. KELLy 


New president of the County Trust 
Company of New York. 


announced the election of Orie R. Kelly as 
president to succeed James J. Riordan, who 
died last year. 

Until ten years ago Mr. Kelly was with 
the Empire Trust Company of New York 
as the officer in charge of new business. In 
1920 he became associated with the Ameri- 
can Trust Company, for which he took 
charge of new business and general banking. 

Announcement was also made of the elec- 
tion of Vincent B. Miner, trust officer, to 
vice-president in charge of trust activities. 


TRAVEL DEPARTMENT IN 
NEW QUARTERS 


THE Collver-Miller Company, travel depart: 
ment of the Cleveland Trust Company, ob- 
served more than half a century of travel 
service last month with a housewarming in 
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its new quarters at 2063 East 9th street, 
Cleveland. The company also has a branch 
office in the Cleveland Trust Company of- 
fice in the Medical Arts Building. A fea- 
ture of the housewarming was a guessing 
contest for which several prizes of various 
trips were given. Contestants guessed the 
number of miles D. Jay Collver has traveled 
in his fifty-four years as a tour conductor. 


FIVE ADVANCED FINANCIAL 
COURSES AT C. C.N. Y. 


Five advanced courses in the finance group 
will be offered in the fall in the evening ses- 
sion of the School of Business of the Col- 
lege of the City of New York. The courses 
are as follows: Investment Trusts, Finance 
Practice, Personal and Corporate Trusts, An- 
alysis of Public Utilities Securities and An- 
alysis of Industrial Securities. 

Leland Rex Robinson, president of the 
Second International Securities Corporation, 
will give the course in Investment Trusts. 
The work will include a survey of the de 
velopment, present status, and future outlook 
for the investment trust, with a special sur- 
vey of the historical background of British 
and American investment trusts. A com 
prehensive study of the problem of trust 
regulation will be made. The course will 
also consider problems of structure, invest 
ment policy, and income distribution, and 
the probable effects of investment trusts upon 
the securities market. 

Edward J. Reilly, trust officer of the Ful- 
ton Trust Company of New York and legal 
editor of the Trust Companies Magazine, 
will take over the class in Personal and Cor- 
porate Trusts. This class will be a clinic 
for the handling of actual problems in ad- 
ministering various classes of personal and 
corporate trusts. Federal and state require- 
ments will be taught and studies made of 
court decisions governing practice. 

The course in Finance Practice, given by 
E. P. Curl of the National City Company, 
deals with the operation of banking institu 
tions, presenting the work of the various 
departments of a bank and their relation to 
one another, as well as to the entire institu: 
tion. It is conducted largely by means of 
practical exercises. 

Dr. A. M. Sakolski, economist for Paine, 
Webber and Company, will present the 
course in the Analysis of Industrial Securi 
ties. The security issues of several repre 
sentative railroad companies will be analyzed 
in the light of the following principles: 
Safety, marketability, yield, stability, fran 
chise, taxation and regulation and territory 
served. The important ratios which may be 
used as guides will be described. 

Philip Wade will be the instructor of the 
class in the Analysis of Public Utility Se 
curities. The class will analyze public utility 
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issues along the lines employed by the class 
ilroad securities. 

* Registration for these courses will be held 

in the new business building of the college 

at 23rd street and Lexington avenue starting 

at 6 p. m. on Thursday, September 11, and 

continuing until September 24. 


RESIGNS AS VICE-PRESIDENT 


Henry MECKAUER has resigned as_ vice- 
president of the Bank of United States, New 
York. He had been with the institution 
more than ten years. 


WITH NORTHWEST BANCOR- 
PORATION 


W. L. MitTEN has been made manager of 
the newly created securities department of 
the Northwest Bancorporation, Minneapolis. 
He will direct a department of analysis, in- 
vestment and service for the more than one 
hundred banks of the Northwest Bancorpo- 
ration group. Mr. Mitten has been asso- 
ciated with the Minnesota Loan and Trust 
Company for twenty years and for the last 
eight years has been manager of the com: 
pany’s municipal bond department. 


HEADS CHASE PITTSBURGH 
OFFICE 


Grorce D. Rose will direct the activities 
of the recently opened office of the Chase 
Securities Corporation, affiliate of the Chase 
National Bank of New York, in the Union 
Trust Building, Pittsburgh, Pa. 


BANKERS TRUST REPRESENTA: 
TIVE 


J. Bert Eastey, formerly connected with the 
City National Bank of Dallas, Texas, and 
later with the First National Bank and the 
Citizens National Bank & Trust Co., in Los 
Angeles, has been named representative of 
the Bankers Trust Company of New York 
in Texas, Arkansas and Oklahoma. His of- 
ices will be in Dallas. 


RICHARD DELAFIELD DIES 


RicHarpD DELAFIELD, chairman of the board 
of the National Park Bank of New York 
until that bank was merged with the Chase 
National Bank, died last month at his home 
in Tuxedo Park, N. Y., after a long illness. 
Mr. Delafield entered the mercantile busi- 
ness in New York at the age of twenty and 


in 1880 organized his own firm. He was 
elected a director of the National Park Bank 
in 1890 and became a vice-president in 1896. 


Four years later he was elected president 
and in 1922 became chairman of the board. 

He was a descendent of one of New 
York's oldest and most prominent families, 
was chairman of the board of the Mutual 
Bank, a vice-president of the Central Union 
Safe Deposit Company and a trustee of the 
American Surety Company. 


HARDENBROOK HEADS UNITED 
SHARES 


THE United States Shares Financial Corpora- 
tion and the United States Shares Corpora- 
tion have been united as the United Shares 
Corporation of Maryland. Donald J. Harden- 
brook, president of the Atlantic and Pacific 
International Corporation, who became presi- 
dent of United States Shares Financial Corpo- 
ration a few months ago, has been elected 
president of the new company. Atlantic and 
Pacific International Corporation is under the 
same control as the United Shares Cor- 
poration, but is operated as an independent 
company. United States Shares Financial 
Corporation was an investment trust of the 
general management type and was controlled 
by the United States Shares Corporation. 


NATIONAL CREDIT INSTITUTE 
ANNOUNCES CLASSES 


THE National Institute of Credit, New York 
Chapter, which is the educational branch of 
the New York Credit Men's Association, 
has announced its educational program 
for the winter months. This will include 
courses in credit and collections, public speak- 
ing, advanced credit problems and business 
English. The classes will start the latter 
part of September and run into May. Entry 
in the courses is open to any member of the 
Institute, which is open to those engaged in 
credit work. Registration blanks may be 
obtained through Miss Frances M. Grimwade, 
in care of the New York Credit Men's Asso- 


ciation. 


CHASE-HARRIS, FORBES MERGER 
EFFECTED 


ALBERT H. Wiccin, chairman of the govern- 
ing board of the Chase National Bank of 
New York; Lloyd W. Smith, chairman of 
the board of Harris, Forbes & Company of 
New York; and John R. Macomber, chairman 
of the board of Harris, Forbes & Company of 
Boston, have announced that the exchange 
of stock between the Harris, Forbes interests 
and the Chase National Bank interests has 
been effectd. The Chase Securities Corpora- 
tion has acquired all of the stock of the 
Harris, Forbes companies, and the Harris, 
Forbes interests have become one of the 
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largest stockholders of the Chase National 
Bank and its securities affiliate. 

All of the Harris, Forbes units will continue 
intact and under the same executive manage- 
ment, and there will be no change in their 
relationship to the Harris Trust & Savings 
Bank of Chicago. 


SICILY TRUST BUYS PRIVATE 
BANK 


Tue Bank of Sicily Trust Company of New 
York has bought the private banking business 
of Louis V. Fugazy, 188 Bleecker street, and 


ITALO PALERMO 


President the Bank of Sicily Trust 
Company of New York. 


will operate it as a branch. The head office 
of the trust company, which is affliated with 
the Banco di Sicilia, Palermo, is located at 
487 Broadway. Italo Palermo is president 
of the trust company. 


NEW OFFICER FOR BROOKLYN 
TRUST COMPANY 


Eucene G. BLackForp, formerly assistant 
vice-president of the Bank of Manhattan 
Trust Company, New York, has become as- 
sistant secretsry of the Brooklyn Trust Com- 
pany, and will be connected with the personal 
trust division of the bank. Mr. Blackford 
began his banking career with the Bedford 
Bank of Brooklyn in 1903. He was with 
that institution and its successor, the Peoples 
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Trust Company, until 1914, when he ac 
cepted a position with the Federal Reserve 
Bank of New York. He went to the Bank 
of Manhattan Trust Company as assistant 
cashier when that institution merged the First 
Federal Foreign Banking Association, of 
which he was cashier. 


CHICAGO BANKS TO MERGE 


Directors of the Union Bank of Chicago 
and the Guardian Bank of that city have 
agreed to a merger of the two institutions 
under the name of the former, subject to 
approval of the stockholders. The combined 
institutions will have capital of $1,300,000, 
surplus of $1,000,000, undivided profits of 
$300,000 and total deposits of approximately 
$11,000,000. 


BROOKLYN SAVINGS BANKS TO 
MERGE 


THE merger of the Dime Savings Bank of 
Brooklyn, N. Y., and the Navy Savings Bank, 
of the same city, will be completed September 
8, at a board meeting of the two banks, and 
will make the Dime Savings Bank the largest 
in Brooklyn in the number of accounts. Its 
assets will be approximately $163,000,000. 
The merger was recently approved by the 
State Superintendent of Banking. 
According to the arrangements of the 
merger the Navy Savings Bank Building at 
83 Sands street will become a branch office 
of the Dime Savings Bank. The institution 
will thus be the only Brooklyn savings bank 
with more than one branch. The other 
branch is at 86th street and Nineteenth 
avenue. The assets of the Dime Savings 
Bank were $161,698,706 on July 1, and 
those of the Navy Savings Bank $1,500,476, 
making a total of $163,199,182. The merger 
does not involve an interchange of securities, 
as neither bank has issues of capital stock. 


IN OKLAHOMA OFFICE 


Frep Royce will have charge of the Okla’ 
noma office of the National City Company, 
affiliate of the National City Bank of New 
York. The office is located in the Colcord 
Building, Oklahoma City. 


CHANGES IN LIBERTY 
NATIONAL 


Louis K. Hype, assistant vice-president of 
the Seward National Bank of New York, 
has been appointed assistant vice-president 
of the Liberty National Bank and Trust 
Company, New York. Joseph W. Clifford, 
assistant cashier at the Liberty's branch office, 
will be in charge of the credit department 
of the main office, and A. D. Cella, loan 
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teller at the branch, has become assistant 
cashier. Frederick W. Krantz has been 
appointed manager of the Liberty's foreign 
department. . 


GORDON H. BALCH DIES 


Gorpon H. Batcu, vice-president of the 
Central Hanover Bank and Trust Company 
of New York and a director in several in- 
dustrial corporations, died suddenly from a 
heart attack recently while visiting in the 


© stanx-stoiter 
Gorpon H. BALCH 


Vice-president of the Central Han- 
over Bank and Trust Company, New 
York, who died recently. 


home of William Steele Gray, Jr., another 
vice-president of the trust company, at 
Greenwich, Conn. He was 41 years old. 

Mr. Balch was born in Montana and edu- 
cated at Milton Academy and Harvard. He 
was connected with Stone and Webster for 
some years and later became vice-president 
and a director of the American International 
Corporation. In 1926 he became a vice- 
president of the Hanover National Bank, 
which merged with the Central Union Trust 
Company in 1929 to form the Central Han- 
over Bank and Trust Company. 


NEW YORK TRUST APPOINT- 
MENT 


Joun C. Orr, 2d, has been appointed an 


nae trust officer of the New York Trust 
AoOmpany., 


i 


GOES TO CHICAGO 


ARCH W. ANDERSON has resigned as vice- 
president of the Security-First National Bank, 
Los Angeles, to become a vice-president of 
the Continental-Illinois Bank and Trust Com- 
pany of Chicago. 


FRANK O. WETMORE DIES 


FRANK O. WETMORE, co-chairman of the 
First National Bank of Chicago and a promi- 
nent figure in banking circles, died suddenly 
last month at his country home near 


FRANK O. WETMORE 


Co-chairman of the first National 
Bank of Chicago, who died last month. 


Wheaton, Ill. He was 63 years old. Mr. 
Wetmore was born in Kalamazoo, Mich., and 
went to Chicago in 1886. where he has been 
associated with the First National Bank ever 
since. 


WORCESTER MERGER 
COMPLETED 


THE merger of the Worcester Bank & Trust 
Co. and the Worcester County National Bank, 
of Worcester, Mass., has been completed. The 
group consists of seven institutions, each of 
which retains its corporate identity, its name, 
and its individual organization. The institu- 
tions have a capital and surplus of more than 
$11,500,000, resources of $85,000,000, and 
deposits of $70 000,000. John E. White is 
chairman and Walter Tufts president. 
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TAMPA BANK TO INCREASE 
CAPITAL 


Directors of the Exchange National Bank 
of Tampa, Fla., have voted to increase that 
bank’s capital $250,000 and its surplus $125,- 
000, under which set-up the bank will have 
a capital structure of $2,000,000. The in- 
crease is planned to provide greater facilities 
for taking care of increased business in the 
Tampa territory. 


APPOINTED PUBLICITY 
DIRECTOR 


J. P. Yoper has been appointed director of 
publicity of the Chatham Phenix National 
Bank and Trust Company, New York. Mr. 
Yoder has been connected with newspapers 
and press associations in an editorial capacity 
in a number of the large cities of the country 


Director of publicity of the Chatham 
Phenix National Bank and Trust 
Company, New York. 


—including New York, Washington, Boston 
and Chicago. For a number of years he 
was staff correspondent and held managerial 
positions with the United Press Association 
and more recently with the International 
News Service. During the war he was direc- 
tor of publicity and propaganda for the 
medical department, U. S. A., and liaison 
officer, general staff, with the rank of captain. 
He was secretary of the Federal Trade Com- 
mission and later director of advertising and 
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publicity for the City of Miami. More 
recently he was publicity and public relations 
representative of the Great Atlantic and 
Pacific Tea Company, through the advertis- 
ing agency of Paris & Peart. 


EpMonpD H. SHarpP 


Real estate officer of the Franklin 
Trust Company of Philadelphia. 


FRANKLIN TRUST COMPANY 
NEW OFFICER 


C. Appison Harris, Jr., president of the 
Franklin Trust Company of Philadelphia, has 
announced the appointment of Edmond H. 
Sharp as real estate officer of the company. 


BANK OF SHEBOYGAN OB- 
SERVES FIFTY-SEVENTH 
ANNIVERSARY 


THe Bank of Sheboygan, Wis., celebrated 
the fifty-seventh anniversary of its founding 
recently by opening its completely remodeled 
building for a public reception. A new 
system of departmentalization has also been 
installed in the institution. 


THEY STILL DO IT! 


RECENTLY a young woman called at a Fifth 
avenue branch, in the Madison Square dis 
trict, New York, of a large bank intent on 


opening an account. She was operating a 
business of her own, the nature of which she 
explained to the officer who received her, 
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and said she had $2000 with which to open 
the account. 

The officer in reply told her the bank did 
not care for small accounts and said, “I'll tell 
you what to do. Go over to one of the 
small banks, and open your account there. 
Then when you're bigger come back to us 
and we'll take good care of you.” 

But the young woman being an emphatic 
young woman, replied, “You go to hell!” 
“ The sequel to the story is that another 
bank got her business account, her husband's 
business account and the savings account of 
each—American Banker. 


BUFFALO BANKS TO MERGE 


STOCKHOLDERS will vote soon on a plan for 
merging the Commercial Trust Company and 
the Genesee National Bank, both of Buffalo, 
N. Y. The merger, if carried through, will 
be effected by an exchange of stock. 

The Genesee National reported resources 
as of June 30 of $4,792,172. On the same 
date the Commercial Trust Company re- 
ported resources of $6,933,409. ° 


NO CREDIT IN BLOOMFIELD, 
NEBRASKA 


Even the wealthiest banker cannot buy a 
dozen eggs in Bloomfield, Neb., unless he 


pays cash for them, for the town has elimi- 
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nated credit from its business scheme, and 
the only article that can be purchased “on 
time” is an automobile. 

The cash system applies to lawyers, doctors, 
dentists, etc., as well as to grocers, dry goods 
dealers and other retail stores. 

Several merchants who refused to enter 
the “cash association” for the time being 
did a big business, but at the end of the 
month most of them found that their “unde- 
sirable customers had just about eaten up 
all the profits. They joined the association. 


BANK PRESIDENT HAS ONE SUIT 
—AND LOSES THAT 


Maye he has a whole closetful of suits at 
home and was traveling light, or mayhap the 
depression has. hit bank presidenting, but 
when Bank President Thornton Cooke, of 
the Columbia National Bank, Kansas City, 
Mo., started for New York recently, he had 
only one suit—the one he wore. And when 
he arrived at the Grand Central terminal in 
New York, he had none. His costume, in- 
stead, consisted of some Pullman blankets 
and a wheel chair. 

Mr. Cooke and M. S. Kimball, a Chicago 
advertising man, gave their suits to the valet 
on the train’ to be pressed while they slept. 
But as they slept and ‘the valet worked, so 
did a switch engine, which detached their 
car from the one with their clothes. 


The new building of the Lexington Trust Company, Lexington, Mass., which 
resembles a colonial residence, is in keeping with the movement to revive old colonial 


architecture in Massachusetts, which is celebrating its tercentenary this year. 


The 


bank was organized sixteen years ago with capital of $62,500 and now has resources 
of $470,000. 
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The conductor had an extra suit and the 
advertising man got that, so when the train 
came into New York terminal, Mr. Cooke, 
in blankets and wheel chair, was trundled 
to a nearby hotel by the pseudo-conductor, 
and there they waited until the railroad 
came to their rescue. 


Miss Mary DOoLson 


In her uniform as messenger in the 
Fidelity National Bank and Trust 
Company, Kansas City. 
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OFFICE BOYS ARE GIRLS IN 
KANSAS CITY BANK 


“WHEN are office boys not office boys,” the 
old question might be paraphrased, and the 
answer would be, “when they are girls.” 

This is the case in the Fidelity National 
Bank & Trust Company, of Kansas City, Mo., 
where girls in colored smocks carry messages, 
run errands and otherwise take the place of 
office boys. 

During the war the bank operated with 
girl pages and messengers and it was one of 
the few institutions to retain its girls after 
the close of the war. Its reason sounds like 
a paradox: girls make better office boys than 
boys. According to Douglas Wallace, as- 
sistant vice-president in charge of employ- 
ment, girls are steadier, girls are soberer. 
They do not devote too much time to play- 
ing, and are not always looking for fifty cents 
or a dollar a week more in their pay enve- 
lopes. 

Although as yet no story of the rise of 
a girl office-boy to president of a bank is 
available, the girls in the Kansas City institu- 
tion are frequently promoted to other depart- 
ments. 


BANKER REALIZES BOYHOOD 
AMBITION—BUYS ZOO 


WHEN he was a boy, Weir Beall, now vice- 
president of Harris, Forbes & Co., New York, 


wanted a zoo. Now, after thirty years of 
collecting, handling and training wild ani- 
mals, Mr. Beall has realized his ambition. 
He has a zoo of his own. 

Three years ago Mr. Beall founded the 
Long Island Zoological Park at Oceanside, 
Long Island, and the park now houses 107 
wild animals, with eleven trainers and one 
veterinarian to take care of the beasts. The 
z00 contains elephant herds and performing 
lions which have appeared on vaudeville 
circuits, as well as one of the finest collec- 
tions of monkeys in the United States. 


SAVING FOR SICKNESS 


BEGINNING with the Christmas Club saving 
plan, accumulating funds for special purposes 
through saving is each year growing more 
popular. The purposes are usually in the 
shape of a reward of merit—a vacation, 
travel, etc.—but a recent suggestion of a 
different sort is that of saving for sickness. 
This is mentioned by the Austin National 
Bank, Austin, Texas, in its monthly magazine. 

“At the 1930 session of the American As’ 
sociation,” it says, “a resolution was proposed 
that the Association co-operate with banks 
in this matter. The Austin National Bank 
approves of this suggestion and through one 
of our special purpose saving accounts you 
can build a sickness reserve. A few dollars 
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put by regularly will soon amount to a 
substantial sum, paying a rich return in peace 
of mind and personal security. 


REWARD 


Ir you hear a bell or some other signal com- 
ing from a grip detain the man who is carry- 
ing it. Or if you believe that discretion is 
the better part of valor closely observe his 
countenance, find a policeman and tell him 
what you have seen and heard. It may mean 
that you will receive $200 for your trouble. 

Several weeks ago a Chicago contractor 
was shot and killed while carrying his pay 
roll from one floor to another in a building 
under construction. But Chicago is not the 
only city in which the racketeer is abroad. 
A dozen cities had pay roll robberies on 
the same day. 

A reward of $200 is being offered, by 
the manufacturers of a new invention called 
the Safeway grip, for the arrest and convic- 
tion of anyone molesting the person carry- 
ing a Safeway. An additional $100 is of- 
fered to the first person identifying the thief 
who is convicted of stealing a Safeway. grip. 
The Safeway is of leather, mesh-lined, with 
an alarm arrangement which becomes opera- 
tive immediately upon the grip being invol- 


untarily released by the rightful owner. All 
mechanism is concealed, the alarm cannot 
be shut off by the thief and the product is 
so pertectly insulated that there is no dan- 
ger of accidental alarm. It should save 
many lives, tor shooting the carrier of the 
Safeway would cause him to relax his hold 
and the alarm would register immediately. 
Manufacturers claim, however, that there is 
little likelihood of the carrier being in danger 
of attack because no crook will consider 
stealing a Safeway alarm grip as long as old- 
fashioned methods for carrying valuables are 
in use—and there will always be concerns 
who will consider paper bags and ordinary 
grips sufficient protection. 

It is natural to assume that not even the 
most brazen thief would care to be seen car- 
rying a grip that is alarming at every step 
and even though many pay rolls and security 
bags are transported by. automobiles and 
trucks the safety factor should be greatly 
increased by this grip. It makes collusion 
almost impossible, protects the messenger by 
making him practically immune from the ex- 
perienced highwayman and should be of ex- 
ceptional value to absent-minded persons 
who often temporarily forget they are carry- 
ing valuables and leave their grips in taxi- 
cabs, public buildings and on street cars. 


The state committee appointed to solve the drouth relief problem in Missouri at a 
meeting held in the board room of the Mercantile‘Commerce Bank and Trust Com- 


pany of St. Louis. 


John G. Lonsdale, president of the bank and a member of the 


committee, is second from the right, standing. 





Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, .~Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
interview of some three hundred Basle! Factors Underlying Bank The- 
different bankers, many of whom con- Size and * composition of a Primary 
tributed data based on their own ex- Size ‘and, ‘Composition of a Second- 


. ary eserve 
perience. The Investment Account of a Bank 


ORDER BLANK 


BANKERS PUBLISHING — 
71 Murray Street, New York, N. Y 


Please send me, postpaid, a copy of * “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2. 50 within five days or return the book. 
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There’s Romance in Banking — and 


Tragedy, Too 


The third edition of Thomas P. Kane’s The Romance and Tragedy of Banking 


(Bankers Publishing Company, $2.50) is just off the press. 


It is identical in type 


style, size, text and illustrations to the first edition. 


T was at a dinner of the Bankers 

Association of the District of Co- 

lumbia. Thomas P. Kane, Deputy 
Comptroller of the Currency, was seated 
next to a prominent lawyer and, dur- 
ing the course of the dinner, related a 
number of tales of the Comptroller’s 
ofice, with which he was connected for 
forty years. “Why don’t you write 
these and some other of the interesting 


stories of the Comptroller’s office and 
publish them in book form?” the jurist 


asked Mr. Kane. And thus originated 
the idea for The Romance and Tragedy 
of Banking. 

It was several years later, in 1922, 
when the book was finally completed 
and before he could receive his first 
royalty check its author had died. The 
first edition of the volume was soon ex’ 
hausted and a second was printed. The 
final copies of the second edition were 
sold in 1928 and it was not planned to 
print another edition, but in the last 
two years such a steady demand for 
the volume has been maintained, that 
the publishers finally decided to print a 
third edition. This edition is now off 
the press. 

Mr. Kane knew personally every 
Comptroller of the Currency from 
Hugh McCulloch, the first occupant of 
the office, to Daniel R. Crissinger, who 
was appointed to the position in 1921, 
and worked under many of them, so 
that he was able to give an intimate 


story of the workings of the Comp- 
troller’s office under each of its oc- 
cupants. The book devotes its first two 
chapters to introductory material, i. e., 
the National Bank Act and its origin, 
and the organization of the Currency 
Bureau, and then takes up each of the 
Comptrollers in chronological order, 
telling of the conduct and activities of 
the bureau under each. 

In his introduction Mr. Kane said of 
the book, “It is not an essay on bank- 
ing and currency, nor a discussion of 
financial or economic theories. It is 
simply a narrative of events of more or 
less importance and interest in the his- 
tory of the National Currency Bureau 
with some original deductions and com- 
ments. It contains many unvarnished 
truths, plainly told, with no attempt at 
literary excellence. It deals: with men 
and measures, methods and motives in 
connection with the administration of 
the bureau, with no intention of con- 
trasting one administration with another 
or of drawing invidious distinctions be- 
tween them. It endeavors to right some 
wrongs where injustice has been done 
and to correct some erroneous impres- 
sions as to the powers and duties of 
the Comptroller of the Currency.” 

What the author omitted in his de- 
scription of his book is that it is filled 
with interesting incidents—some roman- 
tic and some tragic—which have had 
an important part in the history of 
banking in the United States. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


PRINCIPLES OF AGRICULTURAL CreEpIT. By 
Virgil P. Lee. New York: McGraw-Hill. 
$3.75. 


AN analysis of the economic principles in- 
volved in the transfer of credit from its 
original sources to its farmer-borrowers is 
presented in this book and the discussion is 
appropriately centered around the three 
agencies in the transfer of this credit—the 
original investors and depositors who supply 
funds to the banks or directly to the farmers; 
the borrowers; and the banks and other 
financing institutions which act as_ inter- 
mediaries between the original investors and 
the borrowers. 

’ In Part I of the book emphasis is placed 
upon the origin of credit and the factors 
which affect the flow.of credit into commerce, 
industry and agriculture. Part II describes 
in detail the various uses of credit by farmers 
and analyzes the security offered for the dif- 
ferent types of loans. The legal phases of 
farm security are also taken up. 

The methods used by financing institutions 
to obtain funds from original investors and 
to make loans are discussed in Part III. 
Emphasis is placed upon credit analyses and 
the standardization of farm securities and the 
banks are visualized as the agents who collect 
notes and mortgages from a large number of 
individual farmers and, through their in- 
dorsement, proper: credit analyses and 
standardization of the securities, attract funds 
from widely distributed investors and de- 
positors. 

An analysis of the cost of credit obtained 
through commercial banks is contained in the 
two chapters of Part IV and the relation of 
the Federal and state governments to agri- 
cultural credit is discussed in Part V. 

The author is professor of marketing and 
finance, Agricultural and Mechanical College 
of Texas, and has contributed a number of 
articles to THE BANKERS MAGAZINE. 


FRACTIONAL Money. By Neil Carothers. 
New York: John Wiley @ Sons. $4.15. 


Tus volume, a history of the small coins 
and fractional paper currency in the United 
States, covers a field hitherto untouched by 
financial and economic writers, who have 
expended their efforts on writings concerning 


the larger currency. It presents, then, a great 
deal of original data, to obtain which the 
author worked through more than a thousarid 
periodicals and government documents. 

In presenting the history of fractional 
currency, which is interwoven with that of 
standard coinage, it was necessary to give 
to some extent the story of the silver dollar, 
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and jit was also found essential by the author 
to review and analyze the various govern- 
mental measures and policies, already familiar 
to students of finance, that have affected the 
standard currency. The discussion of these 
has, however, been confined to those phases 
which have a definite relation to the devel- 
opment of fractional currency. 

After defining “small coins,” fractional 
currency, and other terms which are used 
throughout the book, the author explains the 
importance of this fractional money and gives 
its origin. From that point on, the book 
presents chronologically the history of frac 
tional currency in the settlement and growth 
of the United States. In conclusion the 
writer outlines the economic status of frac 
tional coinage, general principles of sub- 
sidiary and minor coinage and the record 
of Congress and the Treasury. 

Appendices contain such additional in- 
formation as the present coinage system of 
the United States, subsidiary coinage chro- 
nology, laws relating to fractional currency, 
and bibliography of works relating to frac: 
tional currency. 


THE Economics oF Money, CREDIT AND 
BANKING. By F. Cyril James. New York: 
Ronald. $4.15. 


THE two most important’ problems in the 
world today, says Professor James in this 
book, are those connected with the general 
level of prices and the value of money and 
those which deal with the supply of capital 
and: its distribution among the numerous 
business enterprises which seek to use it. It 
is these two problems, then, that are out: 
standingly treated in The Economics of 
Money, Credit and Banking. 

“In this book,” says the author in his 
preface, “the functional method of approach 
has been uniformly followed. Matters of 
structural detail and legal regulation have 
been omitted in all those cases in which 
they were not of importance to an under 
standing of the economic functions under 
discussion. As a result, it has been possible 
to give more attention to the economic and 
social results of financial policy, permitting 
the reader to see the financial system as a 
co-ordinated organization and to appreciate 
some of the problems with which it is 
faced. 5" 

The book treats clearly and concisely of 
the entire financial system, with emphasis on 
the function performed by the whole system 
and on its relationship to society and, while 
it is intended as a college textbook, it is 
equally valuable to anyone interested in 
economics and finance. 





Financial Advertising in 1929 


Reproducing 100 Representative Advertisements of the Year 


Edited by RICHARD F. DURHAM 
Managing Editor, THE BANKERS MAGAZINE 


What Leading Bank Advertisers Say: 


“Anyone interested in the development of banking or investment business 
should have a copy of this book.” ARTHUR M. DeBEBIAN, 
Chase National Bank of New York. 


“The selection of the individual advertisements indicates good discretion and the 
sum total of all these advertisements gives excellent variety.” 


A. E. BRYSON, 
Halsey, Stuart & Co., Chicago. 


“Just the type of book every financial advertiser will want to make a part of his 

library. . . . The most comprehensive cross section of financial advertising 

effort I have ever seen in one volume.” CHAS. H. MCMAHON, 
First National Bank in Detroit. 


“A distinct contribution to bank advertising progress.” 


F. W. ELLSWORTH, 
Hibernia Bank and Trust Company, New Orleans. 


“A remarkably good piece of work.” G. W. COOKE, 
First National Bank of Chicago. 


Published by 
Bankers Publishing Co., 71 Murray St., New York 


9x 12 ins. Sent on Approval Price $10.00 


Bankers Publishing Company 
71 Murray Street, New York, N. Y. 


Without obligation you may send me a copy of “Financial Advertising in 
1929” for five days’ Free Examination. Within that time I will either return 
the book, or remit $10 in full payment. 
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NEW YORK’S NEW TAX ON 
ESTATES 


THE above is the title of a new book, pub- 
lished by the Central Hanover Bank and 
Trust Company of New York, which fur- 
nishes a copy of the text of the new tax 
law and gives in brief outline an explanation 
of its provisions. The book is the work of 
the trust department and has been prepared 
in response to a large number of requests 
from recipients of an earlier handbook issued 
by the bank on “New York's New Estate 
Law.” 

In addition to the text and condensed 
explanation, the treatise furnishes illustrative 
examples and calculations, and a comparison 
with the law in effect applicable to estates 
of decedents who died prior to September 
1, 1930, and with the Federal estate tax, 
Revenue Act of 1926, as amended by the 
Revenue Act of 1928. 


AMERICAN FOREIGN TRADE 
IN 1930 


Unper the above title, National Foreign 
Trade Council has published in book form 
the official proceedings of the National For- 
eign Trade Convention, which was held in 
Los Angeles in the spring. The book con- 
tains the thirty-eight addresses on all phases 
of this year’s foreign trade situation which 
were given at the convention; the verbatim 
text of nine general and group sessions and 
of three dinner. and luncheon ssessions; a 
twelve-page fact index of all outstanding 
items for ready reference use; and the names 
and addresses of the 2185 delegates present 
from thirty-four states and territories and 
twenty foreign countries. A summary of the 
world trade outlook is given by James A. 
Farrell, chairman of the National Foreign 
Trade Council. 


PAMPHLETS RECEIVED 


A BrieF OUTLINE OF THREE ECONOMIC 
CATASTROPHES IN A GREAT Country. By 
Eliot Norton. Distributed by the Interstate 
Trust and Banking Company of New 
Orleans, La. 


Man’s SHIFT FROM MECHANICAL Power. 
By Samuel S. Wyer. Prepared for the Fuel- 
Power-Transportation Educational Founda- 
tion, Columbus, Ohio. 

SoMe ASPECTS OF THE DEPRESSION. A 
Letter by Otto H. Kahn. Distributed by 
the Committee of American Business Men, 
60 East 54th street, New York. 

PEA GrRowING IN THE INLAND Empire. 
Distributed by the Spokane and Eastern 
Trust Company, Spokane, Wash. 
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FINANCING IMPORTS WITH BANKER’S 
CEPTANCE Crepits. Distributed by 
Kidder Peabody Acceptance Corporationy 
Boston and New York. BS 


DEVELOPING A SALES VIEWPOINT IN B 
ING. By A. E. Bryson. Published by th 


Financial Advertisers Association, Chicago 


A Stupy OF THE Economic EFFerct 
REDUCTIONS IN FREIGHT RATES on E 
PORT WHEAT—1929. Published by ¢ 
Bureau of Railway Economics, Washin . 


ton, D. C. 


TEN ADVANTAGES OF DoMeEsTIc ACCE 
TANCE Financinc. Distributed by 
Kidder Peabody Acceptance Corporatig 
New York and Boston. 

MUNICIPAL ORGANIZATION FOR STR 
TraFFic ControL. By Miller McClini ok 
and Sidney J. Williams. Published by th 
Municipal Administration Service, New 
York. 


GERMANY’S ECONOMIC DEVELOPMENT D 
ING THE First HALF oF 1930. Publis 
‘by the Reichs-Kredit-Gesellschaft Akti 
gesellschaft, Berlin. 


NEW BOOKS 


A SELECT BIBLIOGRAPHY OF MoperRn Eco 
NOMIC THEORY, 1870-1929. Compiled by 
Harold E. Batson. New York: Dutton 
$2.65. & 


An INsuRED INVESTMENT. By John Py 
Davis. New York: F. S. Crofts. $2.40) 
A discussion of the value of life insuranee 
contracts as an ideal investment. 3 


THE BALANCE OF INTERNATIONAL Pave 
MENTS OF THE UNITED STATES in 192977 
By Ray Hall. Washington, D. C.: Govern 
ment Printing Office, Superintendent of} 
Documents. 10 cents. ee 


Why You Win or Lose; The Pres 


of Speculation. By Fred Charters Ke 
Boston: Houghton. $2.15. § 
STocK MARKET THEORY AND PRACTICE. By : 


R. W. Schabacker. New York: B. 
Forbes. $7.65. 


AMERICAN Economic LIFE, AND THE MEANS - 
OF ITS IMPROVEMENT. (3rd_ edition.) 
By Rexford Guy Tugwell and others. 
New York: Harcourt. $4.15. X 

PROBLEMS IN FINANCE (second revised edit 
tion). By C. E. Fraser. New <— 
McGraw Hill. $5.15. “3 

INTRODUCTION TO WALL StrREET. By J. § 
Fowler, Jr. New York: Harper. $3. 6. ¥ 


AMERICAN INDUSTRY AND COMMERCE. 
E. D. Durand. Boston: Ginn @ Ong 
$4.15. 
StocK BROKERAGE AND INVESTMENT Hous 2 
AccounTING.. By F. W. Thornton. N 
York: Harper & Bros. $4.15. 








